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EXTENSION OF PUBLIC LAW 480 


WEDNESDAY, MARCH 20, 1957 


Untrep States SENATE, 
CoMMITTER ON AGRICULTURE AND FORESTRY, 
Washington, D.C. 

The committee met, pursuant to call, at 10:10 a. m., in room 324, 
Senate Office Building, Senator Allen J. Ellender (chairman) pre- 
siding. 

Piteenk Senators Ellender (chairman), Johnston, Holland, East- 
land, Humphrey, Symington, Talmadge, Aiken, Young, Thye, Hick- 
enlooper, Schoeppel, and Williams. 

The Cratrman. The committee will please come to order. 

Dr. Butz, will you give your name in full for the record ¢ 


STATEMENT OF HON. EARL L. BUTZ, ASSISTANT SECRETARY OF 
AGRICULTURE 


Mr. Burz. Earl L. Butz, Assistant Secretary of Agriculture. 

The CHarrmMan. We are now considering extension of Public Law 
480. In addition to S. 1314, we have two other bills on the subject, 
S. 671 by Senator Thye and S. 1127 by Senator Humphrey. The three 
bills will be inserted in the record at this point. 


[S. 671, 85th Cong., Ist sess.] 


A BILL To extend and enlarge the Agricultural Trade Development and Assistance Act of 
1954, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That section 103 (b) of the Agricultural Trade 
Development and Assistance Act of 1954, as amended (Public Law 480, Bighty- 
third Congress), is amended by striking out ‘$3,000,000,000” and inserting in lieu 
thereof “$4,000,000,000”. 

Sec. 2. Section 109 of such Act is amended by striking out “June 30, 1957” 
and inserting “June 30, 1958”. 

Sec. 3. Section 204 of such Act is amended by striking out “June 30, 1957” 
and inserting “June 30, 1958”. 

Sec. 4. Section 304 of such Act is amended by adding at the end thereof the 
following: “Nothing in this section shall be construed as prohibiting the harter 
or exchange of nonstrategic agricultural commodities with any country other 
than the Union of Soviet Socialist Republics, Communist China, or North Korea.” 


[S. 1127, 85th Cong., Ist sess.] 


A BILL To extend and enlarge the Agicaltaral Trade Development and Assistance Act of 
1954, as amended 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress asembled, That section 103 (b) of the Agricultural Trade 
Development and Assistance Act of 1954, as amended (Public Law 480, EHighty- 
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third Congress), is amended by striking out “$3,000,000,000” and inserting in lieu 
thereof “$6,000,000,000”. 

Sec. 2. Section 109 of such Act is amended by striking out “June 30, 1957” 
and inserting “June 30, 1959.” 

Sec. 3. Section 204 of such Act is amended by striking out “June 30, 1957” 
and inserting “June 30, 1959”. 

Sec. 4. Section 304 of such Act is amended by adding at the end thereof the 
following: “Nothing in this section Shall be construed as prohibiting the barter 
or exchange of nonstrategic agricultural commodities with any country other 
than the Union of Soviet Socialist Republics, Communist China, or North Korea.” 


[S. 1314, 85th Cong., 1st sess.] 


A BILL To extend the Agricultural Trade Development and Assistance Act of 1954, and 
for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Agricultural Trade Develop- 
ment and Assistance Act of 1954, as amended, is amended as follows: 

(1) Sections 109 and 204 of such Act are amended by striking out “1957” 
and substituting in lieu thereof “1958”. 


(2) Section 103 (b) of such Act is amended by striking out “$3,000,000,000” 
and inserting in lieu thereof “$4,000,000,000”. 


(3) Section 208 of such Act is amended by striking out ‘$500,000,000” and 
inserting im lieu thereof “$800,000,000”. 
(4) Section 304 of such Act is deleted. 


The Cuarrman. Now I notice you have a prepared statement, Doc- 
tor Butz. Do you deal solely with S. 1314, or are you able to discuss 
the two other bills just mentioned ¢ 

Mr. Butz. The others are mentioned briefly. 

The Caareman. All right, proceed, sir. 

Mr. Burz. Mr. Chairman, I have prepared a statement. I think 
in the interest of time I will omit part of it because I think this com- 
mittee is familiar with the background of Public Law 480. 

As you gentlemen know, Public Law 480 is now in its third year of 
operation. It was initially passed for the three-year period with an 
initial authorization of $700 million under title I. That was subse- 
quently increased to $114 billion and then last August it was raised 
to $3 billion. 

Under this program we have been attempting vigorously—I am 
going to skip down now to page 3, if you want to follow here. The 
first two pages is mostly background material that you are familiar 
with. 

The Cratrman. The whole statement will be put in the record. 

(The statement referred to is as follows :) 


I appreciate this opportunity to appear before you to discuss the Public Law 
480 program. Public Law 480, approved on July 10, 1954, provided several con- 
structive methods to dispose of our agricultural surpluses. 

Title I of Public Law 480 originally provided a $700 million authorization for 
selling surpluses abroad to friendly countries for foreign currencies. On August 
12, 1955, the authorization was increased to $1.5 million; on August 3, 1956, the 
total limitation was raised to $3 billion. 

We are now recommending an increase of $1 billion in this authority and an 
extension of 1 year in the time that new agreements may be concluded. We are 
also recommending a 1-year extension and an increase of $300 million in title II 
of the law which authorizes donations of commodities for emergency needs 
abroad. Finally, we are requesting repeal of section 304 of title III to permit 
barter transactions to Eastern European countries under certain conditions. 
Title III of Public Law 480 authorizes barter operations as well as donations 
through voluntary relief agencies of surplus farm products. 
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DESCRIPTION OF TITLE I, PUBLIC LAW 480 


Title I authorizes the President to enter into agreements with friendly nations 
or organizations of friendly nations for the sale of agricultural commodities for 
foreign currencies. Under existing legislation, new agreements cannot be entered 
into after June 30, 1957. 

Title I agreements result from the coordinated efforts of several Government 
agencies affected by these sales. Although the Secretary of Agriculture is au- 
thorized to determine the countries with whom agreements shall be negotiated 
and the commodities and quantities which may be included in these negotiations, 
programs are developed in consultation with such agencies as the State Depart- 
ment, the International Cooperation Administration, the Bureau of the Budget, 
Defense Department, and other departments and agencies. This coordination is 
necessary because Public Law 480 is a complex act; it combines many purposes 
which affect our domestic and foreign economic policies and involves activities 
of several departments and agencies. 

At the beginning of the program, the President directed the establishment of an 
Interagency Committee on Agricultural Surplus Disposal. This committee is 
responsible for advising the President concerning policy issues and for assuring 
that the various agricultural disposal activities are consistent with overall policy 
objectives. The committee is chaired by Mr. Clarence Francis of the White 
House staff with representatives, at the Assistant Secretary level, of the Depari- 
ments of Agriculture, Commerce, Treasury, and State, and the International Co- 
operation Administration and the Bureau of the Budget. 

Day-to-day activities are coordinated through an interagency staff committee 
established by the Secretary of Agriculture. This committee is chaired by the 
Foreign Agricultural Service and includes staff-level representatives of the 
agencies on the Interagency Committee on Agricultural Surplus Disposal, and 
other departments and agencies. This staff committee considers proposed pro- 
grams and approves the negotiation of specific country agreements. 

Title I agreements are negotiated through diplomatic channels. Negotiations 
usually are carried on overseas by United States Embassy officials designated by 
the United States Ambassador. At times, negotiations are conducted in Washing- 
ton and led by the State Department. In negotiating an agreement, commitments 
are obtained from the importing country to safeguard the usual marketings of 
the United States and to assure that sales under the agreement will not unduly 
disrupt world markets. Because of these commitments, foreign currency sales 
under title I have resulted in substantial exports of United States agricultural 
commodities without perceptibly affecting our normal markets or depressing world 
commodity prices. 

PROGRAM PROCEDURES 


Title I programs are helpful in developing and expanding continuous market 
demand abroad through the use of private trade channels. While the funds and 
other assets of the Commodity Credit Corporation are used to finance exports of 
commodities from the Corporation’s stocks or from privately owned stocks, actual 
sales are made by United States exporters to importers or buying missions des- 
ignated by importing countries. These commodities generally move through regu- 
lar trade channels on the same price basis that commodities move under dollar 
sales programs. 

Our main efforts in programing commodities under title I agreements are di- 
rected toward the reduction of Government stocks. For example, programing of 
wheat and cotton represents more than 65 percent of the total programing at CCC 
cost, to date. Significant quantities of commodities not held by CCC but in sur- 
plus supply, are also programed under these agreements. Although these quan- 
tites are small in comparison to wheat and cotton, they serve the major objec- 
tives of Public Law 480 of reducing United States agricultural surpluses and 
promoting world markets for our agricultural commodities. 

In carrying out the objectives of the act, considerable emphasis is placed on 
programing commodities to underdeveloped and new market areas. The 3-year 
programs signed with India and Brazil during this fiscal year are good examples 
of this emphasis. These countries have a large potential for increased consump- 
tion of United States agricultural commodities. Considerable emphasis has also 
been given to use of title I programs to assist friendly nations to become independ- 
ent of trade with the U. S. S. R., or nations dominated or controlled by the 
U. S. S. R. Commitments are obtained from participating countries to assure 


that these commodities do not result in increased availability of such commodities 
to unfriendly countries. 
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After agreements are signed, purchase authorizations are issued to importing 
governments by the Foreign Agricultural Service. These authorizations specify 
the kinds, quantities, and maximum dollar values of the commodities to be pur- 
chased, and the conditions under which financing will be made available. Public 
announcements are made of these authorizations for use by United States sup- 
pliers in making sales with foreign importers. 

Normal commercial procedures, based largely on letters of credit, are followed 
in carrying out title I sales. Importers pay for commodities in local currencies 
through their local banks. United States suppliers are paid in dollars by United 
States banks with which the foreign banks have established dollar letter of 
credit arrangements. The United States banks are reimbursed by the Com- 
modity Credit Corporation. The foreign currency purchase price of the com- 
modities is deposited to the account of the United States Government in accord- 
ance with arrangements made between Governments of the United States and 
the importing country. 

PROGRAM RESULTS 


Since the inception of the program, 87 agreements or supplements to agree- 
ments had been entered into with 30 countries. These agreements include com- 
modities involving a total CCC cost of about $2.9 billion and a total export market 
value of about $2 billion. These costs include about $225 million in ocean trans- 
portation which are being financed by CCC. 

The title I authorization is in terms of CCC cost which includes the cost of 
commodities, processing, handling, and other costs. The export market value 
represents the prices actually paid by importers under individual transactions. 
Because of this cost difference, programing of $2 billion in export market value 
has nearly exhausted the CCC cost limitation of $3 billion. 

About $1 billion worth of commodities at export market value has already been 
exported. By the end of the current fiscal year shipments should total about 
$1.2 billion. A large portion of the unshipped balance on June 30, 1957, will 
represent the 1958 and 1959 programs with India and Brazil under their 3-year 
agreements. 

Fiseal year 1956 was the first full year of title I operations. During that 
year, about $427 million worth of commodities was exported or 12 percent of total 
United States agricultural exports. Shipments this fiscal year are averaging 
about $60 million per month and are expected to comprise about 16 percent of 
our total agricultural exports which are expected to establish a new record. 

In terms of tonnage, title I programs exceed 16 million metric tons, of which 
somewhat more than 50 percent has been shipped. Over 3 million metric tons 
were shipped during the first 6 months of this fiscal year. A chart of shipments 
by month, in terms of tonnage and export market value, through December 31, 
1956, is being made available to the committee showing the rise in shipments 
over a 2-year period. 

As I indicated previously, title I programs are directed primarily at the reduc- 
tion of accumulated surpluses. Wheat and cotton have been our big items in 
CCC inventory. Let’s look at the record for these and other commodities. 


WHEAT 


More than 430 million bushels of wheat and wheat flour have been programed 
to date, of which about 270 million bushels were included in agreements signed 
during the past 7 months. During fiscal year 1956, title I exports of wheat and 
wheat flour totaled 93 million bushels; during the first 6 months of this fiscal 
year title I wheat exports exceeded 60 million bushels and these shipments are 
increasing. These shipments will help raise total wheat exports this year to an 
estimated 450 million bushels. This compares with exports of 344 million 
bushels last year. It appears that for the first time in several years there will be 
a reduction in the carryover stocks of wheat. 


COTTON 


Title I agreements include more than 2.5 million bales of cotton. Movement 
of cotton was slow until the new export sales program made United States cotton 
competitive beginning with the 1956-57 season. Title I shipments are now being 
made at a rate of about 125,000 bales a month. These shipments are going to 
eountries which could not otherwise afford to purchase our fiber. Like wheat, 
we should get a reduction in carryover stocks of cotton for the first time in 
several years, Total United States cotton exports should reach or exceed 6.5 
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million bales this year. The carryover is expected to be reduced by 2 million 
bales. 


RICE 


Shipments of rice have been heavy this year under title I. With additional 
rice being shipped under title Il, we have succeeded in committing for shipment 
all CCC stocks of rice accumulated from the 1953, 1954, and 1955 crops. A part 
of the surplus from the current crop is also being shipped under Public Law 480. 
Rice exports are expected to reach a record level of 25 million bags. About 16 
million bags will be shipped under title I alone. 


COTTONSEED OIL AND SOYBEAN OIL 


More than 1.2 billion pounds of cottonseed oil and soybean oil have been in- 
cluded in title I agreements, of which about 900 million pounds have been ex- 
ported. This has been a major reason for the movement of surplus supplies of 
vegetable oils into consumption and the attainment of a record export total last 
year. Considerable quantities of vegetable oil have been programed for ship- 
ment this year and are helping to maintain exports at a high level. 


OTHER COMMODITIES 


Title I programs also include about 150 million pounds of tobaceo, 150 million 
pounds of meat products, 200 million pounds of lard, 75 million bushels of feed 
grains, 130 million pounds of dairy products, 80 million pounds of fruits and 
vegetables, as well as smaller quantities of other commodities. 


EFFECT ON CCC STOCKS 


We are glad to report that the steady rise in the Commodity Credit Corporation 
holdings in surplus commodities has apparently been halted. The cost value 
of CCC holdings was $5.2 billion on November 30, 1953. It rose to $6.9 billion 
a year later and reached $8.2 billion in November 1955. There was a downturn 
of $30 million in November 1956 as against the positions a year earlier. As of 
January 31, 1957, the downturn was slightly more than one-half billion dollars. 

The peak of $8.9 billion was reached in February 1956. We expect this figure 
to drop to $7.6 by June 30, 1957—a reduction of $700 million in 12 months and 
a reduction of about $1.3 billion since the peak. 

Programing of the major items in CCC inventory or under loan under title I 
of Public Law 480, as well as dollar sales and other Government export pro- 
grams appear to have checked the accumulation of surpluses and resulted in a 
modest reduction in excess holdings. Further reductions are likely as a result 
of the combined effects of continued surplus disposal and production adjustment 
programs, including the soil bank. 


USES OF FOREIGN CURRENCIES 


The foreign currencies which accrue from title I sales may be used for 10 
purposes specified in section 104 of the law. 

One of the principal objectives of Public Law 480 is the expansion of foreign 
markets for United States agricultural products. Market development projects 
are already underway in 20 countries involving the equivalent of about $5 million. 
About $32 million is earmarked for this purpose under existing agreements. 

Many different kinds of commodities are promoted under this program through 
the use of several promotion devices. Ill mention a few of them. 

We have 10 tobacco projects in operation in Austria, Finland, France, Italy, 
Japan, Korea, Spain, and Thailand. All these projects aim at greater use of our 
tobacco in the manufacture of cigarettes. These include marketing studies, ex- 
hibits at trade fairs, advertising and promotional displays, and exchange visits of 
tobacco industry representatives of the United States and the foreign countries 
concerned. 

Cotton projects are being developed in France, Japan, and Spain through the 
Cotton Council International which represents the United States cotton industry 
abroad. The Maid of Cotton is being sent abroad to promote the sale of cotton 
products for apparel and household uses under this prgram. 

Dairy products projects are underway in Colombia; market promotion activi- 
ties for wheat have been conducted in the same country. 


90884—57 2 
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A large and distinct part of market development concerns participation in 
trade and food fairs throughout the world. Exhibits of United States farm 
products in these fairs permit the introduction of products to millions of people. 
The distribution of samples is emphasized. We have participated in 13 interna- 
tional fairs to date and plan to exhibit in 8 additional fairs through October 
1957. 

Considerable use of currencies is made for the payment of United States 
obligations overseas. In some countries the currencies are sold to defense agen- 
cies for meeting costs of military base construction. Purchases are also made 
by the Department of State and the United States Information Agency which 
have continuing needs to meet administrative and operating expenses. In addi- 
tion, about $100 million has been allocated for the purchase or construction of 
military family housing in 8 countries. 

Currencies are being used for educational-exchange programs, for assistance 
to American-sponsored schools, libraries, and community centers, and for the 
translation, publication, and distribution of books and periodicals abroad. 

Substantial amounts of the foreign currencies are being used to promote eco- 
nomic development. Virtually all of these development funds are loaned to par- 
ticipating countries with programs being worked out by the foreign governments 
in cooperation with the United States. Direct grants of currencies for economic- 
development purposes are made only in special circumstances. 

Of the agreements signed to date, almost 60 percent, or about $1.1 billion of 
foreign-currency payments is earmarked for use for economic-development loans. 
The administration of the loan funds is the responsibility of the International 
Cooperation Administration. Considerable emphasis is placed upon coordinating 
plans for the use of these funds with the overall development programs of the 
countries. In considering loan projects for agricultural purposes care is exer- 
cised to avoid encouragement of production which would result in reduced out- 
lets for United States agricultural commodities. 

Finally, foreign currencies are used for the purchase of strategic materials, 
procurement of military services and equipment for the common defense abroad, 
and for the purchase of goods for other friendly countries. 


PLANS FOR ADDITIONAL BILLION DOLLARS 


The request for an additional $1 billion will permit us to program agricultural 
commodities for fiscal year 1958 at about the same annual rate as in the past 
2 years. It will permit us to plan our disposition programs well in advance 
for fiscal year 1958 and facilitate the orderly disposal of commodities during that 
period. 

In programing the additional authorization our emphasis will continue to be 
concentrated in underdeveloped, low-income countries. Sales will be made to 
expand consumption, to regain or establish new markets, to meet foreign needs 
arising from crop failures, and to expand reserve stocks overseas. 

We have limited our request to an additional $1 billion and a 1-yaer exten- 
sion because we believe it desirable that the results obtained under this program 
be subjected to a periodic review. This request also emphasizes the Adminis- 
tration’s position that Public Law 480 is a temporary program designed to deal 
primarily with accumulated farm surpluses. Such a periodic review also per- 
mits consideration of alternative methods of surplus disposal and other actions 
aimed at expanding normal export markets. 


TITLE II AND SECTION 304 


We recommend an increase of $300 million in the title II authorization. Since 
current commitments are about $300 million, this will have the effect of re- 
storing the authorization to the existing $500 million. 

This program is of great value to the United States. It provides a means by 
which we can help friendly foreign people in time of need. Recent events can 
illustrate what is done under this program. Title II has furnished commodities 
to help feed Hungarian refugees in Austria; it has alleviated distress caused 
by floods in Afghanistan and Iran; it has furnished relief to Bolivia and Tunisia. 

Title II activities are administered by the International Cooperation Admin- 
istration, although the commodities are supplied by CCC. In addition to my 
associates, we have representation from ICA here today to answer questions 
concerning this program. 

We also have State Department people here, particularly because of the recom- 
mendation to repeal section 304 of the act. This would be helpful in our foreign- 
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policy objectives since it would enable us to send our agricultural surpluses to 
Hastern European satellites in exchange for strategic or other material. In 
view of recent events in Europe, we feel that this new authority, administered 


on a selective basis, would permit us to capitalize further on unrest in satellite 
countries. 
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Mr. Butz. Yes. 

Our efforts so far have been devoted primarily to the reduction of 
Government stocks. For example, programing of wheat and cotton 
represents more than 65 percent of the total programing, at CCC cost. 
to date. Significant quantities of commodities not held by CCC but 
in surplus supply, are also programed under these agreements. Al|- 
though these quantities are small in comparison to wheat and cotton, 
they serve the major objectives of Public Law 480 of reducing United 
States agricultural surpluses and promoting world markets for our 
agricultural commodities. 
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Now I want to skip over to the bottom of page 4, if you want to 
follow, for a very brief summary on program results. 

In the 3 years this program has been operating, we have entered 
into 87 agreements with 30 countries. These agreements include com- 
modities involving a total CCC cost of about $2.9 billion and a total 
export market value of about $2 billion. These costs include about 
$225 million in ocean transportation which are being financed by CCC. 

The title I authorization is in terms of CCC cost, which includes 
the cost of commodities, processing, handling, and other costs. The 
export market value represents the prices actually paid by importers 
under individual transactions. 

Senator Young. May I interrupt at this point? 

Do you give the amount of net loss to the Government? There is 
some recovery on barter agreements and things like that? 

Mr. Burz. We will get into that later. 

Because of this cost difference, programing of $2 billion in export 
market value has nearly exhausted the CCC cost limitation of $3 
billion. 

Senator Symrneron. May I ask a question for clarification ¢ 

When you say “loss,” is it an actual cash loss to the Government? 
How do you compute loss? 

Mr. Burz. When we are speaking here about this discrepancy be- 
tween the $2.9 billion CCC cost, and the approximately $2 billion ex- 
port value, that means that that is essentially a difference between our 
acquisition cost and the other costs that we incur, such as handling, 
processing, packaging, and transportation, you see, 

When we sell these things abroad for foreign currency, they must 
be sold at the world competitive price level. Otherwise they will 
not move into consumption, you see. 

Senator Syminoron. So, then, the cost is the true loss to the Goy- 
ernment ; net / 

Mr. Buz. Not entirely. A part of it depends on the recovery we 
get from the foreign currency, too. 

We will get into that a little later. 

Senator Symineron. All right. 

But when you move the grain over here, the price at which you sell 
it is the price at which you bought it, plus the handling charges, and 
so forth, less the loss that you have to take incident to making it meet 
the world price; is that correct / 

Mr. Burz. Yes; the price at which we sell it is the world price. 
And the difference between that and acquisition cost, plus handling 
and storage cost, represents our loss. 

Senator Symineron. Plusstorage ? 

Mr. Butz. Yes. Represents our loss. 

The Cuarrman. To be more specific, on page 3 of the President’s 
Fifth Report On Activities Under Public Law 480, in the second table 
on that page, the colunm headed “Export market value” plus trans- 
portation shows $1,938.2 million. That is the cost to which you refer, 
is it not? 

Mr. Burz. Yes, that is right. 

The Carman. And the Commodity cost there was $2,826.1 mil- 
lion. Now if we get the difference between those two figures, that will 
indicate the actual loss to the Commodity Credit Corporation on that 
transaction, less other losses that may be sustained by the Government 
through a lack of being able to dispose of it, or obtain from the coun- 
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tries to which the commodities were sold, actual value for their 
currency ? 

Mr. Burz. That is correct. The second loss is not yet ascertainable. 

Senator Hotxianp. It would be plus that loss instead of minus it, 
wouldn’t it? That second loss 

The Cuarrman. The first loss is actual, that is, there are no “ifs” 
and “ands” about it. The Government will lose on agreements signed 
through December 31, 1956, the difference between $1,938.2 million 
and $2,826.1 million? We do not know how much more yet. 

Mr. Burz. That is correct. 

The Cuatrman. Then we are going to get more losses, depending on 
how much of the currencies we can get value for. 

Senator Symrneron. That would be a credit, wouldn’t it, Mr. Chair- 
man ? 

The Cuarrman. No. 

Mr. Burz. If there is any recovery from the currency—— 

The Cuatrman. No, it is not. 

Senator Hottanp. Additional loss? 

Mr. Burz. I think the Senator is correct in that it is a credit in for- 
eign currency. The chairman is further correct in that we may not 
be able to convert all those foreign currencies into usable assets for 
the United States Government. They become a part of our total mu- 
tual security: 

Senator Symrneron. May I say first we credit it against the loss of 
$888 million, credit the foreign currency, and then if we take a lick- 
ing in it we would take a debit against 

Senator Humpnrey. No, the $888 million is a dead writeoff to begin 
with—the difference between the purchase price and the sales price. 

The Cuarrman. There is a dead loss to start with, between the two 
figures I have given, $1,938.2 million and $2,826.1 million, which is al- 
most a billion dollars. That is a dead loss. 

Senator Symrneron. I do not like to take the committee’s time, but 
where does the question of foreign currency come into it ? 

The Cuatrman. Now the foreign currency is included in the $1,938 
million. That is where it is. 

Senator Symrneron. Thank you. 

Senator Youne. May I ask a further question? How do the bar- 
ter agreements come into it? 

Mr. Burz. They are under different authorization. They come 
under title ITT in the act and are in addition to the $3 billion 

Senator Youne. That is in addition ? 

Mr. Butz. Yes. 

The Cuarrman. But the President could have bartered some of this 
on the authority we gave him. You do not have to sell it the way you 
do, you could take goods in return, couldn’t you? 

Mr. Burz. Yes, sir; that has been done under title IIT of the act. 
But. our aim has been, wherever possible, of course, to sell for dollars 
and then barter in some cases. 

Senator Horianp. Mr. Chairman, one final question and I am sure 
T will be clear. 

There is a loss expressed here on page 3, $888 million plus. Is there 
any subsequent action incident: to that loss which would result in re- 
ducing it or increasing it, and if so, what is that action ? 
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Mr. Burz. This simply becomes a loss of the Commodity Credit 
Corporation, and has to be reimbursed by congressional appropria- 
tions, the same as any other CCC bills. 

Senator Wiiu1aMs. Isn’t it correct to say nothing can happen to 
reduce the loss, but something can happen to increase the loss as a re- 
sult of not being able to recover all the dollars in exchange for the 
foreign currencies? 

Mr. Burz. You are correct. 

Senator Wirirams. And the only possible chance you would have to 
win would be if the foreign currencies would appreciate in value 
and the American dollar would depreciate—which we hope won’t 
happen ! ? 

Senator Aiken. It is just like this, Senator Symington: If your 
calf dies, he is a dead Joss; but if you skin him and sell the hide you 
have made a partial recovery of the loss. 

Senator Symrneron. That is what I was thinking. 

Senator A1rkeN. I wanted to get down a level on this. 

Senator Winu1AMs. I would like to ask a question here. 

Mr. Butz, is this approximately $900 million loss included in the 
previous reports of the Commodity Credit Corporation, or will that 
show up later? Has this been included in any of your annual or 
monthly statements put out by the Commodity Credit Corporation ? 

Mr. Burz. It is difficult for me to answer that accurately. I will 
have to check the records. My understanding is it does show up as 
an operating loss at the time the commodities are moved abroad. 

Senator Wirttams. And the accumulative loss has been reported 

Mr. Burz. That is my understanding, but I would like to check 
that. 

(The information is as follows :) 





ACOUNTING TREATMENT OF Costs INCURRED UNDER TITLES I AND II oF THE AGRI- 
CULTURAL TRADE DEVELOPMENT AND ASSISTANCE Act oF 1954 IN THE RECORDS 
AND REPORTS OF THE COMMODITY CREDIT CORPORATION 


The Agricultural Trade Development and Assistance Act of 1954 provides that 
the Commodity Credit Corporation shall be reimbursed by dollars received from 
sales of foreign currencies or by appropriations for all costs incurred under titles 
I and II of the act, including the Corporation’s investment in commodities made 
available for export. 

The cost to the Government for these activities is not shown in the program 
results or operating statements of the Corporation as a loss or cost because of 
the congressional provisions for specific reimbursement. Commodities made 
available by CCC are reported as sold for full recovery and the value of the 
commodity is recorded as an amount due under the act. Moneys expended to 
finance the costs of commercial stocks exported, and for all other incidental 
costs, are likewise established as an amount due under the act. 

In the appropriation requests submitted by the Department in the annual 
budget, the Congress is requested to reimburse CCC for the balance of these 
amounts due as reflected in an accounts receivable as of June 30 minus the value 
of foreign currency on deposit as of June 30. 


Senator Humrnrey. You use the word “loss.” Why don’t you use 
the word “expenditure”? We send a lot of old tanks—we talk about 
them not working very good; most of them, after they get them there, 
are old anyway. What do we call that? Do we call ‘that a loss, or 
do we call that expenditure ? 

Mr. Butz. I think we argue—— 

Senator Humpnrry. I just wanted the semantics. Semantics is 
a very important science. I just wanted to get the record straight 
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here. I mean, we are selling food to friendly countries. All this food 
goes only to friendly countries; isn’t that right ? 

Mr. Burz. Yes; that is right. 

Of course, you are quite right, Senator; the expenditure has been 

made in our price-support program. What we are engaging in here 
is an operation to get partial recovery from the expenditure which has 
been made. 

Senator Humpnrey. But under title I you are permitted, for ex- 
ample, to purchase strategic goods related to the defense of our coun- 





Mr. Burz. Yes. 

Senator Humpnrey. For example, a lot of these foods are sold into 
countries where the local currency is picked up to pay for cost of our 
military establishments 

Mr. Butz. Yes. 

Senator Humpurey (continuing). Which reduces the cost of the 
Department of Defense somewhat. 

Mr. Burz. We cover that later in my statement, Senator. 

Senator Humpurey. I just don’t want the program to be looked 
upon as something like what we did with excess ammunition after the 
war, World War I1—dumping it into the lake. Somebody does get 
some good out of this? 

Mr. Bourz. Right. 

Senator Humpuerry. It does make friends, and does use our abun- 
dance for constructive purposes, and it maybe does a whole lot more 
good than tanks that fell through bridges in Formosa and that they 
had to fish out of the river? 

Mr. Burz. Youare right. 

The Cuarrman. Mr. Butz, may I ask the Senator to refer to page 
23 of the printed report? There is a detailed summary, percentage- 
wise, of how these funds are being used. And it says, “Loans for 
multilateral trade and economic development.” That is a part of this 
entire amount, which is 56.8, which is being loaned back to the coun- 
tries. 

Mr. Burz. Yes, sir. 

The Cuarrman. Now you have an item in payment of United States 
obligations abroad, which was just discussed by my good friend from 
Minnesota. which is 24.2 percent of the entire amount of goods sold up 

» December 31. 

‘That is correct: is it not? 

Mr. Burz. Yes, sir. 

The Cuatrman. And then you have grants for multilateral trade 
and economic development, 3.2. That is a form of foreign aid; is it 
not ¢ 

Mr. Burz. Yes, sir. 

The Cuarrman. Then you have purchase of goods for other coun- 
tries, at 1.2 percent of the whole. That is another form of foreign 
aid; is it not? 

Mr. Burz. Yes, sir. 

The CuarrmMan. Then you have military procurement, 11.5. Now, 
may I ask this: The figure 11.5 and the figure 24.2 which I have just 
mentioned, are those two amounts paid the Commodity Credit Cor- 
poration in cash / 
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Mr. Butz. Yes, sir. In some cases théy may not be. My under- 
standing is they are paid in cash. 

The CHatrman. In other words—— 

Mr. Burz. Military procurement is not. 

Senator Humpurey. No, it is not. 

Mr. Burz. Military procurement is not. 

Senator Symineton. Mr. Chairman, what page are you looking at? 

The Cuatrman. Page 23, Senator. 

Will you look on page 23, then, and tell us which of the amounts 
indicated percentagewise of the total amounts sold is paid in cash? 
You said 24.2 percent is paid in cash ? 

Mr. Burz. Payments of United States obligations abroad are re- 
turned to the CCC one way or another in cash. 

The Cuarrman. Now will you explain what those transactions are— 
what is it, the payment of United States obligations, of what nature / 

Mr. Burz. Oh, it may be embassy expenses abroad; it may be Army 
expenses abroad it may be housing construction for troops abroad, or 
military personnel abroad. 

The CHarrman. And that is paid out of funds that we appropriate 
for the Department’s uses? 

Mr. Burz. Yes, sir. 

The Cuatrman. Are there any other items on page 23 that are re- 
turned and paid for in cash, in the same manner as the item for 
payment of United States obligations abroad ? 

Mr. Butz. I think the only one is the big item, loans for multilateral 
trade and economic development, of 56 percent, which, when it is 
repaid. 

The CHarman. That is 

Mr. Burz. That comes back into Export-Import 

The CHamman. No, but those amounts represent the currencies 
of the various countries ? 

Mr. Burz. You are right. But, nevertheless, they sign a note to 
the United States for the amount——- 

The Cuatrman. I understand, payable in their own currency, not 
payable incash. What I desired to do was to separate the cash items— 
that is, United States dollars from foreign currencies. 

Mr. Burz. Quite right, they are payable in their own currencies. 
But, if and when those currencies are used for United States uses, I 
understand they would then be reimbursable to the CCC. 

In the future the CCC might recover part of that. 

The CuHatrMan. That is if they are repaid. 

Mr. Butz. Yes, sir; and if they are used for United States uses. 
Then any department of government that uses them that way would 
reimburse the CCC for them. 

The CHatrmMan. Now the first item, 1.6 for market development, 
that. is an expenditure made abroad through Agriculture, is it not, 
to develop markets? 

Mr. Burz. Yes, sir. 

The Cuamman. And we use the local currencies for that purpose? 

Mr. Butz. Yes, sir. 

The Cuarrman. And then the purchase of strategic materials, four- 
tenths of 1 percent. Now under the law, as I pointed out awhile ago, 
you have authority to buy strategic materials. Now why didn’t you 
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press on that and get something of value for the goods that we sold to 
these people? 

Mr. Burz. Because we got most of our strategic materials through 
barter under title IIT. 

The Cuatrman. Through barter? 

Mr. Burz. You see, practically all of our barter program has been 
in strategic materials. 

The Cuatrman. Do you have enough of these materials? Wouldn’t 
you rather have a pile of aluminum in the backyard than a pile of 
wheat, or a handful of their currency? 

Mr. Burz. Our policy has been to barter for the things which 
the strategic stockpile, supplementary stockpile, does not have at 
home. And so far we have been able to keep our barter at a level of 
approximately $300 million a year. 

The Cuamrman. But wouldn’t it be more advantageous to us to get 
something of value from those people than just to take the currency ¢ 

Mr. Butz. Yes, if we had something that we could use here, that 
does not get so excessive in our domestic stockpile here as to become 
price depressing for the metals involved. 

The CHarrMAN. Well we need a lot of uranium, and we need a lot 
of other metals, and it strikes me that, as I told Mr. Garnett when he 
came to my office some time ago, we ought to press on that and at 
least try to get something of value that we can use. Even if we do not 
need it now, I would rather have it in our backyard than to have a 
handful of their currency. Wouldn’t you? 

Senator Humpurey. Mr. Chairman, isn’t there an interagency 
squabble here between the Office of Defense Mobilization, which has 
responsibility for the stockpiling, and the Department of Agriculture ? 

Mr. Butz. I would not use the term “interagency squabble,” Senator. 

Senator Humpnrey. Should I say lack of understanding? 

Mr. Butz. No; no lack of understanding. I think our policy has 
been here that we will barter up to the limit or the objective of the 
supplementary stockpile. 

Senator Humpurey. I was getting prepared for long hearings on 
this whole business, so I have asked some people to help. I have had 
people all over the world working on this Public Law 480 business, and 
I am loaded with information. I am just going through some of the 
material. I find that under title I you have certain limitations, and 
under III you have much broader application of barter provisions. 

Under title I you are limited to materials of a strategic and critical 
character—and that is a list that is prepared by the Office of Defense 
Mobilization 

Mr. Burz. Yes. 

Senator Humpurey. And under title I, if you buy or sell our goods, 
our surplus goods, for strategic materials, you wala expect to be able 
to sell those strategic materials back into the stockpile and be reim- 
bursed, wouldn’t you ? 

Mr. Burz. That is right. 

Senator Humpnurey. And one reason you are not doing much of it 
is that they tell you they have enough, ODM feels they have enough of 
the strategic material ? 

Mr. Butz. Yes, in the main their stockpile objectives have been met. 
Most of our barter is for the supplementary stockpile, which is a 
broader list. 
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Senator Humpurey. What the chairman is saying is that maybe it 
would be a little bit easier to take care of, for example, if you could 
get platinum, which you once could get. I have information here that 
you could have purchased platinum for surplus goods, for agricultural 
commodities. There was such a deal available to our Government, and 
platinum could have been stored for one-tenth the cost that you could 
have stored agricultural commodities. Its small bulk and its high 
value make it obvious how much less the storage costs would be. 

But we did not do it. The reason we did not do it is because ODM 
says we do not need any more platinum, so the Department of Agri- 
culture says we will keep wheat rather than get platinum. 

Senator Symineton. That does not add up, because you can always 
sell platinum back into the normal market. ODM can sell any amount 
of the stockpile they want, and can take this rg valuable ma- 
terial. Otherwise they would be refusing to make a deal in the interest 
of the American taxpayers. 

Senator Humpnurery. That is what I would have thought, but that 
did not happen because the ODM says we have enough of it. They are 
not selling from the stockpile; they put the lid on it. So there was 
no deal made. 

Now I think I am fair in saying that the Department of Agriculture 
has felt restrained by the feelings that have been established by ODM. 
Is that right, Dr. Butz? 

Mr. Butz. Yes, sir. We do not barter beyond the objectives of the 
ODM supplementary stockpile. 

Senator Humpurey. Correct. And then you have, under title ITI, 
the right to barter for, not only strategic materials and critical mate- 
rials, but other valuable materials that are essential for our national 
security ? 

Mr. Butz. Yes, sir 

Senator Humpnrey. You have a broader field ? 

Mr. Butz. Those which have been listed in the supplementary 
stockpile are much broader than the strategic. 

Senator Humpnrey. And you have not done much of that either? 

Mr. Burz. We have been running about $300 million a year. 

Senator Humpnrey. About $300 million ? 

Mr. Butz. Yes. 

The Cuatrman. I wish to point out again, when we gave authority 
to the President, we left the door wide open for him to barter, sell, 
exchange, do what he pleased with it. And it certainly is my thought 
that, and as I told Mr. McLain the other day, we ought to try to get 
something of value from them. That is why, even though we do not 
need these materials now, we certainly can pile them up and they would 
be of more value, I repeat, than foreign currency. 

Now to go back to this table on page 23 of this report, which we 
were discussing, the fourth column, you have military procurement, 
11.5 of the total amount sold. Now how is that handled ? 

Mr. Bourz. That is primarily for the support of military establish- 
ments of some of our allies. 

The Cuarrman. That is in the nature, again, of foreign aid? That 
is like defense support, isn’t it ? 

Mr. Burz. In a sense; yes, sir. 

The Cuarrman. Well, isn’t it exactly like defense support ? 
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Mr. Bourz. I am not familiar enough with defense support. i 

The Cuatrman. Is there anyone here from ICA who can testify 
be ne mare procurement is used the same way as defense support is 
used ? 

Senator Humpnurey. Mr. Chairman, I have a letter here from the 
Department of Defense that may be of some help to you.. My letter 
is of March 11, in reply to a letter I wrote asking for information on 
title I of Public Law 480, and how this affected the Department of 
Defense. 

They told me as follows: 

The amount of $241 million shown in the Department of Agriculture 
statistics is marked for common defense activities, the section 104 (c), 
in Brazil, Taiwan, Iran, Korea, Peru, Pakistan, Yugoslavia. To date 
you have only used a small portion of that, even though the amount is 
earmarked. In the absence of Public Law 480 funds, the support of 
these programs, except in the case of Peru, would be chargeable to 
the defense support portion of mutual security. 

The Cuarrman. That is supplemental, though, Senator, as I pointed 
out in the Senate last year. As you pointed out, if you look at page 
23, you will see that the amount used for military procurement is 
$221.3 million. 

Senator Humpnurey. Yes. 

The Cuatrman. And it is used in the same manner as foreign aid. 

Senator Humenrey. Correct. It is supplementary, it is over and 
above. 

The Cuarrman. Exactly. 

Senator Humprurey. Besides that, may I say there are some 
$42,600,000 worth in dollar equivalent of Public Law 480 currency 
that is earmarked for constructing military housing, for family hous- 
ing in foreign countries under the authority of Public Law 765. The 
Department of Defense has programmed approximately $42,600,000 on 
that. That is reimbursable, by the way 

Mr. Butz. May I point out that that is reimbursed under quarter’s 
allowance given troops, and we get paid back over a period of time. 

Senator Humpnrey. A considerable period of time. 

The Carman. That is if we stay there long enough, but if we 
leave too soon, that goes to the country. 

Senator Humrnrey. You are not contemplating that, are you? 

The Cuamman. I would like to see us get out of there tomorrow if 
wecan. [Laughter. | 

Let’s take the fifth column, purchase of goods for other countries, 
23.5 million, or 1.2 of the total amount sold. 

How is that handled? 

Mr. Burz. Can I have Mr. Garnett answer that? 

The CuarrMan. Yes. 





STATEMENT OF GWYNN GARNETT, ADMINISTRATOR, FOREIGN 
AGRICULTURAL SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE 


Mr. Garnett. This is purchase for other countries. Part of it may 
be reimbursable under ICA, and the other part might be supplemental. 
The CHarrman. Why isn’t that reimbursable in cash ¢ 
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Mr. Garnett. The law provides that it is reimbursable if there is 
an appropriation to cover that expenditure. 

The Cuatrman. Well 

Mr. Garnerr. And if there is an appropriation to cover that ex- 
penditure, it is reimbursable. 

The Cuarrman. Wouldn’t there be some in the hands of ICA for 
that purpose if ICA undertakes it—— 

Mr. Garner. If it covers an expenditure for which there is an 
appropriation. 

The Cuairman. And if there isn’t, that is just extra money that 
we are making available to these countries over and above foreign 
aid, the cash foreign aid ¢ 

Mr. Garnett. Yes, sir. 

The Cuatrman. Now, in what category would you put that, defense 
support also ? 

Mr. Garnett. Or foreign aid. 

The Carman. Foreign aid or defense support. Now you have 
grants for multilateral trade and economic development, $61.5 mil- 
lion, or 3.2 percent. Will you explain that item to us? 

Mr. Garnett. Yes, sir. This is a direct grant to the countries, and 
we have tried, in fact, we have adhered religiously to a policy of a 
single one-price export—one export price basis. 

Discussion off the record. ) 

The Cuarmman. In other words, I notice here you have $7.5 million 
of that money chargeable to Greece. That meant that you subsidized 
the consumers, what ever you sold there, to the extent of $7.5 million, 
because the cost of the commodity in Greece was much lower than the 
price that Greece had to pay—— 

Mr. Garnett. Let me explain it this way, Senator, if I may. The 
objection that we have followed is to move the commodity rapidly, 
as the law tells us to do. These were cases where we either did not 
move the commodities or we made this accommodation so that); we 
could. The instructions, as we interpreted them from the Congress, 
were that. we were to move the stuff, and that is what we have done. 

The Cuatrman, All right. Well, let’s go back to my question. 

Mr. Garnett. Just a moment, I have another point. 

In the case of Greece, it was a matter of a direct grant, for earth- 
quake relief, if you will remember. 

The Cuatrman, Grants. Then it is a misnomer then. Grants for 
multilateral trade and economical development, that is a misnomer? 

Mr. Garnett. We are very happy to explain that it was—we did 


not know where to put it. It was a grant, it was given as a matter for 
earthquake relief —— 


(Discussion off the record. ) 

The CuarrmMan. Well, payment of United States obligations, 24.2 
percent. All of that is paid back in cash ? 

Mr. Garnetr. Those currencies are deposited to the account of the 
United States. And they may be sold to troops, For instance, we 
have troops in Turkey, and if they want some local currency, they 
buy it out of these funds. If the embassy has expenses to pay, for 
rent, or other expenses, these currencies are sold and the currency 
comes back to the Commodity Credit. 


The Cuarrman. You state in your report that 24.2 percent of that 
will be sold for cash ? 
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Mr. Garnetr. For dollar recovery. 

The Cuatrman. Dollar recovery. 

Senator Younc. May I ask this question, Mr. Chairman: Who hus 
control over there of the expenditure of these funds, the final control, 
the Bureau of the Budget, the ambassador in the various countries 
where these funds may be, or—— 

Mr. Garnett. These funds are allocated for use by the Bureau of 
the Budget. The different agencies of the Government—— 

Senator Younc. They have to have approval by the Bureau of the 
Budget? 

Mr. Garnetr. That is right. And we have an approval procedure 
poor is as strict, in many cases more difficult, than appropriation pro- 
cedures. 

Senator Tuyz. Then the Commodity Credit is given credit in the 
ultimate from the——— 

Mr. Garnett. From this particular group. 

Senator Ture... Yes, sir. 

Mr. Garnett. This is a dollar recovery to the Commodity Credit. 

The Cuatrman. Now, the next column, which is column No. 8—we 
have discussed it partially—loans for multilateral trade and economic 
development. 

You sell the goods to the country, and you loan that to them and take 
a note for it, and they use that for economic development in the same 
manner as they use grants or other loans, or what have you, that we 
make under the foreign aid program. Am I correct in that? 

Mr. Burz. That is correct. 

The Cuarrman. So that is supplemental foreign aid. 

Now, international education exchange. That is 0.8—almost $15 
million. Is that in the Fulbright program ? 

Mr. Burz. It is an extension of the Fulbright program, authorized 
last year, and amendments that Congress made to the act. 

The Cuarkman. And it is supplemental to what we did last year? 

Mr. Butz. Yes, sir. 

The Cuarrman. And then I notice, translation and publication, 
$1.7 Sea OS percent of the amount. Will you explain that item 
to us‘ 

Mr. Garnett. Well, this was provided in an amendment to last 
year’s extension, It paid for the translation of United States publica- 
tions, their printing and distribution in foreign countries. 

The Cuarrman. So that this amount is supplemental to what USI 
gets from the Congress ? 

Mr. Garnett. That is correct; to provide additional services. 

wee Cuarrman. All right; I understand. I just want to make it 
ain, 
P Senator HickenLoorrer. Mr. Chairman, may T ask if that is reim- 
bursable from USI? 
_..The Cuarrman. No; that is in addition. Information and educa- 
tion, $4.6 million—0.2 of 1 percent of the amount. 
. sNow, as I understand, that is to help colleges abroad which have 
been established ? 
~ ‘Mr. Garnerr. American-established colleges and universities 
abroad ; yes, sir. : 
The Cuarrman. Now, you want to watch that program grow. 
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Senator Humpurey. Which one is that, Mr. Chairman ? 

The Cuarrman. The last one, the 11th column. 

Senator Youne. Mr. Chairman, may I ask: Are all these pro 
now charged as a price support operational loss to Agriculture? When 
we subsidize a college in a foreign country, does that finally come back 
as a cost to the farm programs? 

Mr. Garnett. I am not trying to dodge your question, I just want 
to—this would be one of the uses of the currencies. All of 480, that 
is, all CCC assets used under this program are automatically—this is 
an automatic authorization, and it will be appropriated to restore the 
capital for all amounts of CCC programing under this authority. 

nator Younc. But there isn’t any recovery for these programs, 
and in fact, they are really foreign assistance programs. But in your 
Department of Agriculture budget, you list this.as a cost of apeeians 
the Department of Agriculture price support: programs, don’t you! 

Mr. Garnett. The total 480 program is listed as a cost. 

Senator Symineton. Will the Senator yield ? 

In other words, if I follow what Senator Young wants to know, 
if we put platinum into the stockpile, we consider it an asset to the 
United States Government, and’ so express it: But if we build some- 
thing abroad instead of using the dollars for platinum, we consider 
that a debit against the Agriculture program; 1s that correct ? 

Senator Youna. I think it shows up that way. 

Mr. Burz. There would be no recovery of the CCC for that; you 
are right. 

Senator Toye. Mr. Chairman, it is unfortunate for Agriculture that 
such tabulations have been made, showing that all expenditures under 
Public Law 480 have been charged to the foreign support program. I 
have seen it and I have heard speakers refer to it. It is most ‘un- 
fortunate because it is placing the agriculture—the entire agricultural 
economy—under a false obligation. 

Mr. Butz. I think, Senator, you make a good point.. However, let 
me point out, in the preparation of the total on page 23, we are 
following the breakdown in the act itself, where it lists the 10 specific 
uses that may be made of foreign currencies, and this is simply a re- 
port to the Congress following the legislative authorization setup. 

I think it proper to point out, though, that something more than 
the payment of United States obligations, total of 24 percent, is really 
used for United States purposes. For example, the first column, mar- 
ket development, is a United States use just as surely as the payment of 
United States obligations abroad: And I think the very useful ex- 
penditure of faunds—— 

The Caarrman. Why is that charged to Agriculture? 

Mr. Butz. You say why is it charged ? 

The Cuarrman. Why is it —— to the Agriculture Department 
expenditures and not to the CCC? Why don’t you reimburse them? 

Mr. Butz. We consider it to be a part of our total effort to expand 
markets abroad to lick this surplus program. 

Senator Ture. Mr. Chairman, there are many items in here that 
justly and rightly should come under our so-called mutual assistance 
program abroad or that should come under military assistance abroad. 
There is no question that it should be charged to such items because 
those items are particular functions of our Federal international co- 
operation, which is getting the benefit, while the Department of Agri- 


| 





20 EXTENSION OF PUBLIC LAW 480 


culture is having the cost charged up against it in its final report as an 
expenditure in the support program. 

Mr. Butz. Senator, I agree fully, but we are following the 10 points 
in the law in this report. 

Senator Ture. Yes, sir. 

Senator Humenrey. Everybody has got to thinking that surplus is 
necessarily bad. Perhaps we should look upon some of this surplus 
as being good to have available. If we had a few extra H bombs lay- 
ing around nobody would be writing any articles saying we have too 
many H bombs, and it is costing us too much and we ought not to 
have them. 

I am of the opinion—I may be very naive about it—the few dollars 
that we put in here for international education, or loans for multi- 
lateral trade and economic development, are a lot:more important to 
us than H bombs. And I think it is all a matter of psychology. I 
think we have brainwashed ourselves, almost sinfully, in talking about 
this abundance of agriculture as if it were a curse. I think it is about 
time we cleaned our thinking, and then we would not be so worried 
about these tables and statistics. 

The Cuatrman. The Senator from Georgia. 

Senator Tatmapce. Mr. Secretary, is it not a fact that the difference 
between the acquisition cost and the disposal cost, which is approxi- 
mately $900 million, is actually foreign economic aid ? 

Mr. Burz. No, I would not say that. Because if we set out by 
direct appropriation to accomplish the same objectives in foreign aid 
as we do through the use of foreign currencies, we could get it at the 
same price as the export value of the commodities we send abroad. 

Senator Taumaper. Doesn’t it amount to a subsidy to the country 
to which we send it ? 

Mr. Burz. The 900 million ? 

Senator Tatmapce. Yes, approximately that? 

Mr. Burz. No. 

Senator Hottanp. No. 

Mr. Butz. No, I would not say so, because you could buy the same 
quantity of goods in the world market at the same price at which we 
ship it into the foreign countries. Therefore, it does not represent a 
subsidy to the receiving country. 

Senator Wixx1ams. That is a readjustment of the price level down 
to the world market level ? 

Mr. Butz. Yes. 

The Cuarrman. I have been referring to several tables in the report 
to the President, and without objection I will ask that tables 1 and 
2 on page 3 be incorporated in the record at this point, as well as 
table 6 on page 23. 
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(The tables referred to are as follows :) 
TABLE I.—COommodity composition of agreements signed, July—December 1956 


Approximate Export 
Commodity Unit quantity market | OCC cost 





Meat products. -_-__.- 


eo RE ee ee ee eS ee 773.0 1, 202.9 
AE TS TE CE ee SAME! op) ee 121.2 121,2 
Total, including ocean transportation_|-.................-._]...-.-....-...-- 804.2 | 1, 324, 1 





1 Wheat and wheat equivalent of flour. 
2 Corn, 9,678,000 bushels; oats, 1,092,000 bushels; barley, 919,000 bushels. 


TABLE II.—Commodity composition of all agreements signed through Dec. 31, 1956 


Approximate Export 





Commodity Unit quantity market COCO cost 
value 
Millions Millions 

Wheat and wheat flour_..................-- o— Siausbesacan 1 431, 905, 000 $713.3 $1, 254.9 
NEED Dh hath ds divin dactadesiinindeaes abies 2 65, 917, 000 85.8 130.9 
ass ind nth Ges Declan chnipcibiciee ctaetp dipuestcinsala Hin drsdweight 19, 012, 000 120.0 236. 9 
Cis tbcineh dite dinadetxdedudsdenencdcaed eR énncccbalsaks 2, 556, 000 384. 8 540. 3 
Pe a EE eee do s 15, 400 .3 3 
TN se a cle cscs caensteoe | ea 148, 734, 000 140.3 40.3 
Ole bah cttnn dead dete dadcstinubead be ceabh ces | SRE 142, 828, 000 198.0 98.0 
Dairy products_.____- AE Ta 8 re Aes RET 130, 044, 000 | 31.4 51.5 
ID INE oo Srtthiigs sc twccautioapeanes sRaaae = ae 1, 597, 977, 000 248. 5 257. 2 
Poultry -_. SAME a in insets ceded nw a horeaipidemanl banca aon 3, 000, 000 1.2 12 
Tey eee SM ee “Hundredweigit.— a 37,000 3 -3 
Fruits and vegetables_. : --| Pound- 89, 940, 000 3.1 3.1 
eT a he aE panwandiin Hundredweight. ing 55, 000 2.5 2.5 

TE io in dn pci cine dh Chien uid chee anal eeaeas 1, 729. 5 2, 617.4 
RR ee a TEE SN Se NE 208. 7 208. 7 

TOG. 55 be ss Bike on ki vu je dn culnssseu) nateneseee a 1, 938. 2 2, 826. 1 


1 Wheat and wheat comiverent of flour. 


2 Feed wheat, 2,234,000 bushels; corn, 27,095,000 bushels; oats, 5,843,000 bushels; barley, 24,950, 000 bushels; 
grain sorghums, 8 795, 000 bushels. 


90884—57——-4 
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Senator Youne. Mr. Chairman ? 

The Cuatrman. Senator Young. 

Senator Youne. I just wanted to say that I think the Department 
has done a good job of disposing of surpluses through this program. 
My only criticism is that I think we ought to find a way of not charg- 
ing many of these items to the farm program. The charge rightly 
belongs to some other program. 

But I do believe the Department did a good job under Public Law 
480. 

Senator Arken. I wonder, Mr. Chairman, if we could not hear 
from the witness about what kind of a job the Department has done 
on reducing surpluses, and maybe let him get his 11:30 plane? 

Mr. Burz. I just received a note and my plane is 40 minutes late. 

Senator Arken. We may want to ask questions after he finishes his 
report. 

The CuairMan. I presume the question that Senator Aiken asks 
about is the one I was going to ask also, as to what affect did all of 
these disposals that we are talking about have on reducing the surplus ? 

Mr. Burz. Yes, I would like to discuss that if I can. 

May I say, though, Senator Young, and Mr. Chairman, I think 
the points you have made here are well taken, and it is entirely pos- 
sible that in subsequent reports, even though we do follow the classi- 
fication set forth in the law of reporting this, it might be possible to 
call attention in a paragraph to the fact that many of these things 
are really for United States aid purposes abroad. 

Senator Youna. It is very difficult for people to find out just ex- 
actly what the farm programs do cost. 

Senator Jonnston. If you would report it that way, it would only 
show the facts as they exist, and that is what I think the public wants. 
And I know that is what I want as a Member of the Senate. 

Mr. Butz. Yes. 

Senator Arken. Well, for 20 years the other agencies have got all 
they could charged up to Agriculture because the public would ac- 
cept it for agricultural purposes. Now the public is beginning to 
think that Agriculture is a big bad wolf in Government, and getting 
resentful. So I think we ought to get away from it as fast as we 
can and have expenditures charged to the proper agency. 

Senator Witi1ams. Mr. Butz, is it not true that the only way we 
could have the expenditures charged to the appropriate place is by 
incorporating in Public Law 480 a provision that each agency utiliz- 
ing these funds would have to reimburse you out of its regular appro- 
priations? 

Mr. Butz. That would be one. 

Senator Wiit1ams. What other way would there be? 

Mr. Burz. On the other hand, I think if that requirement were 
written in the law we would find many of these agencies not utilizing 
funds to the extent they now use them. 

Let’s take military housing as a case in point? 

Senator Jounsron. Well now, that being so, that shows they use 
it because they are getting something for nothing. 

Senator Witxi1ams. We could tell those agencies to use it. After 
all, they get the money from the same source. 
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Mr. Butz. I might explain it like this. I would not say they are 
zetting something for nothing, but they are getting something for 
ess than the total dollar cost. 

Senator Jounston. That means they are getting that difference for 
nothing. Isthat what you mean there? 

Mr. Burz. Well, let’s put it this way. In the case of military 
housing, I am quite sure that some milter housing is being con- 
structed that, if the United States Defense Department had to con- 
sider the priorities in the total dollars available to them in the current 
budget, they probably would not construct some of the housing being 
constructed with Public Law 480 funds. 

Senator Symineron. Where? 

Mr. Burz. Oh, in England, for instance. 

Senator Jounston. All foreign countries? 

Mr. Burz. Yes. But since, for example, foreign currencies are 
available in those countries, and they have been placed there by our 
Public Law 480 program as means of disposing of surpluses, it has 
been determined that the currencies can be used for that purpose in 
the total United States interest, and housing would be constructed. 

What I am saying is that housing, as you well know, Mr. Symington, 
in a case like that would be a marginal project on thhe priority list 
that you would not spend dollars out of your current appropriations 
for. But if you can do it like this, and pay for it out of quota allow- 
ances over a period of years, it then becomes a super marginal project. 

Senator Jounston. That is true, but if they do not keep that es- 
tablishment, or whatever it is, installation there, and they are not 
paying rent, who loses it ? 

r. Burz. Well, that is a moot question. In the meantime, we 
have gotten rid of our wheat, let us say, we have stopped our storage 
cost on it and it has moved into use. We have partially recovered 
from it, and from where I sit that is better than continuing to pay 16 
cents a bushel storage on it, taking into consideration deterioration. 

Senator Hotuanp. Mr. Chairman ? 

The Cuartrman. On the other hand, answering Senator Williams’ 
question, isn’t this true, that under the Mutual Security Act, section 
402, as I remember, we have set aside $500 million to be used in order 
to buy these commodities and spread around the various countries, 
instead of giving them for cash? But those countries said, “No; we 
cannot use that because it will affect our economy, if we let wheat 
come in or butter come in, it is going to affect the revenue of the farm- 
er”—therefore we cannot use it that way. But under Public Law 480, 
they will take everything you give them because they do not have to 
pay it back. 

That is what is going to happen. 

Senator Hotianp. Mr. Chairman ? 

The Cuatrrman. Senator Holland. ; 

Senator Horianp. I think the CCC or the Department of Agricui- 
ture ought to be commended on the very good work in disposing of the 
surplus, and I think the only thing we should do is instruct them that 
in rendering their account, they differentiate between the true losses, 
that is, where you sell 

Senator Humenrey. Correct. 

Senator Hotianp. Something in which you have an investment for 
less—that is a loss—and the portion of foreign currency in connection 
with some other activity of our Federal Government. 
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The Cramman. I think that has been done, Senator, if you will 
look at page 23 of the report. It has been stated succinctly. 

Senator Houianp. I think, Senator, when any one has the full 
fatts—we have not even got them fully here, and we have been trying 
to get them all morning—they will understand that. But the average 
citizen looking at this thing, I do not think would get the picture at 
all, unless it is specifically stated as to the items, which are not items 
of true loss, that they represent an investment of the proceeds of this 
Public Law 480 program in other fields handled by other agencies of 
our Government. 

Senator Tarr. Would the Senator yield? 

Senator Hottanp. And that could be separately accounted for. 

T yield. 

Baatgtor Tuye. Mr. Chairman, I think Senator Holland has given 
us a very clear-cut statement of what is necessary. The only way it is 
going to be brought to the general public is by incorporating in 
speeches prepared by the Department of Agriculture, some explana- 
tion of how and in what manner Public Law 480 funds have been 
used and not charging it up to the terrible cost of the farm support 
program. 

hat is where our trouble has been. 

T have listened to 3 speeches in the last 2 weeks where they have con- 
demned the farm program and the terrible expense involved in the 
farm program, but no one has ever talked about the good that the farm 
support program has done in its function under Public Law 480. 

r. Burz. Senator, I will send you one of my speeches where I have 
done that very thing. 

Senator Trryr. I hope more is done and more publicity is given to 
it. We are getting adverse publicity rather than good publicity as to 
what farm surpluses have done in the field of international cooperation, 
because the cost is being charged to the farm support program in its 
original as well as final accounting. 

Senator Younc. Mr. Chairman? 

The Cuatrman. Senator Young. 

Senator Youne. Mr. Chairman, it shows up well in this report, in 
this breakdown here, but you do not have this breakdown in the regular 
Agriculture budget. It shows what this money is used for, and what 
has been charged for Agriculture shows up here fairly well. However, 
you do not have this breakdown in the regular Agriculture budget. 

That is what I am complaining about. 

Mr. Butz. This, of course, will show up as an appropriation item for 
CCC capital restoration when the time comes. 

Senator Youne. That is why I think Senator Holland’s suggestion 
isa good one. Follow that, too, in the regular Agriculture budget. 

Senator Eastitanp. Excuse me, Mr. Chairman. 

Let’s take this military housing now in France. Assume that 
$500,000 was spent on the housing project. Would that be charged 
as a loss to this program ? 

Senator Humenrey. No. 

Senator Eastianp. How would it be handled ? 

Mr. Butz. That is under a barter program in the first place. In 
this military housing—I am sorry: I am confused. 
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Let’s take the United Kingdom case. In that case it is recovered 
from quarters’ allowance that the occupants of the houses pay the mili- 
tary, and a certain part of that is paid back to CCC in dollars, you see. 
And that is recoverable in dollars, assuming that the housing continues 
to be occupied until the loan is paid up. 

Of course, we have to make that assumption. 

The Cuarrman. That will cover a period of 40 years. 

Senator Eastianp. Let’s assume it could not be recovered ? 

The Cuarrman. A loss. 

Senator Jonnston. In the first year you will get little more than 
interest back, so you would lose practically the whole thing. 

Senator Eastuanp. Not a los: 

Mr. Burz. If it is not recovered, it is a loss except we have stopped 
the storage charge on wheat and various other things. 

Senator Hotianp. It is not a loss, there is a physical asset that be- 
longs to the Government. 

Senator Symineton. Even if it is a loss, it is not a loss to Agriculture. 

The CuHarrmMan. It could become a total loss. Suppose we move out 
of England in the next 5 years, and this is repayable in 40 years. Un- 
der the agreement that was signed all of the houses go to the English 
Government. 

Senator Symrneron. Mr. Chairman, of course it is a loss to the 
American taxpayers, but it is not a loss to be established against the 
Department of Agriculture. The latter is not identified with military 
housing in England. 

Senator Taumaper. It should be charged to military defense. 

Senator Easrnanp. Certainly. 

Senator Hottanp. You are exactly right about that. 

The Cuarrman. There is no doubt about it. 

Mr. Butz. But may I point out, though, if we charge it to the De- 
fense budget, Defense may decide not to do it. 

Senator Symineron. That then would or would not be an overall 
administrative error. 

The Cuatrman. They ought to do it. 

Mr. Butz. If I may proceed, I want to make a little report on 
what we have been doing. I am referring now to page 5 of my pre- 
pared statement. 

I said a moment ago we have programs of approximately $2.9 billion 
under a $1 billion authorization. So far we have actually exported 
about $1 billion worth of commodities at export market value. By 
the end of the current fiscal year, our shipments will total about $1.2 
billion. 

A large portion of the unshipped balance on June 30, 1957, will 
represent the 1958 and 1959 programs with India and Brazil under 
their 3-year agreements. 

Fiscal year 1956 was the first full year of title I operations. During 
that year, about $427 million worth of commodities was exported or 
12 percent of total United States agricultural exports. Shipments 
this fiscal year are averaging about $60 million per month and are 
expected to comprise about 16 percent of our total agricultural exports 
which are expected to establish a new record. 

Senator Humpnurey. Dr. Butz, at this point, is it not true that our 
regular exports, over and above and exclusive of Public Law 480 ex- 
ports, are about at an all-time high. 
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Mr. Butz. Yes, sir; we have maintained our regular dollar exports, 
and on top of that put the Public Law 480 exports. 

Senator Humpurey. This trade development or this market de- 
velopment fund that you mentioned a while ago, is directed, as I re- 
call, toward maintenance of a high level of normal exports? 

Mr. Burz. Yes, sir; and I was 

Senator Humpurey. And improving and finding new markets? 

Mr. Burz. Yes, sir; and I would say that administration of this 
entire program is directed toward protecting and expanding our 
dollar market abroad. That is our first priority. 

Senator Humrnrey. Many times through a Public Law 480 sale 
haven’t you found you can Stes into a market that you may have 
lost once before, or never was available? 

Mr. Burz. Yes, sir. 

Senator Humpnrey. Isn’t this particularly true with certain types 
of commodities that were not normally consumed in some areas, where 
they develop new eating habits, or use habits? Sometimes isn’t it fiber 
that they did not have before? 

Mr. Butz. Yes, sir; it is our hope to administer this so that that 
happens. 

Senator Humenrey. I think you have been doing a pretty good job 
at it. 

Mr. Burz. Senator, I appreciate that statement from the junior 
Senator from Minnesota. 

Senator Humpnrey. Thank you. I want you to know 

Senator Hotianp. The senior Senator from Florida joins in that. 

Senator Youne. Off the record. 

(Discussion off the record.) 

Senator Horianp. I would not want the record to show that only 
the grain-producing States are affected. Because Canada is one of 
the large customers in the purchase of fruit, and immediately there 
is reflected in the reduced purchasing of fruit an ill will or lack of 
funds, or any other reduction in their general trading possibilities, 
so that everyone feels it. It is not just the wheat States. 

Senator Jounsron. Speaking of wheat, and the reason it was men- 
tioned is that they have such a large amount of wheat in Canada they 
have to look to the foreign markets far more than we do. 

Senator HoLianp. We are all in the same boat, whether we raise 
wheat or not. 

Senator Younc. That is what makes the problem difficult. Canada 
does not have any restrictions on production that we have here. 

Mr. Burz. Canada has no restrictions on production. They have 
restriction on marketing, however, which is about the same thing. 

Senator Humrnurey. I think we must put this in proper perspective 
against our relationships with Canada, one of the most valuable rela- 
tionships that we have. When I stop and think about the amount of 
money that we spend to get somebody to like us, who never even is 
going to say a kind word about us, and most of the time insult us, and 
then consider the fine relations we have with our friends up in Canada, 
I think we ought to be willing to maybe pay a little price for maintain- 
ing that friendship if we have to. But we should not charge it up, 
necessarily, to Commodity Credit. 

Mr. Burz. Let me point out that this year our wheat export is go- 
ing to be in the neighborhood of 430 million bushels. That is going 
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to be a very high level compared with recent years, and we have been 
able to accomplish this in the main by taking in markets, and without 
material injury to the Canadian wheat export markets. 

Senator Young. I do not think they have been hurt at all. In fact, 
they may have been helped some. 

Senator Hickentoorer. Overall, they seem to get along pretty good. 
It seems to me the Canadian dollar is worth more than ours. 

Senator Symrneron. I was going to say that our relationship is so 
good their dollar is worth more than ours. Off the record. 

( Discussion off the record.) 

Senator Eastianp. Dr. Butz, when you finish a deal with a country 
like, you say, Italy 

Mr. Burz. Louder, please. 


Senator Eastranp. I say, when you finish a deal, like Italy, let them 
have commodities for Italian currency, does the State Department take 
it up then with every other exporting country in the world that is ex- 

orting that commodity—let’s assume it is wheat—and ask permission 
if we should 

Mr. Butz. Yes, we have been following the policy of consultation 
with the major exporting countries that would be affected after the 
deal is made. They do not become a party to the deal itself, but we 
consult with them after the deal is made. 

Senator Jounston. Would they take up with us every time they get 
ready to make a deal ? 

Mr. Butz. Not every time. In some cases they do. If it is a con- 
cessional sale—these are concessional sales we are making, you see— 
if they make a concessional sale, we usually follow up on it. 

Senator Youna. They sell to Iron Curtain countries where we do 
not ? 

Mr. Burz. Yes, sir. And I would say in the case of Canada, for 
instance, when she makes her sale to Iron Curtain countries, as she did 
last year, our people are usually fully advised of that. 

Senator ArkEN. Well, the Canadian-United States wheat supply has 
really got to be considered almost as one pool anyway. 

Mr. Butz. Yes, sir. 

If I may proceed, now, I would like to turn over to page 6, in just 
a brief summary as to what this has meant to the commodities. 

In wheat we have programed more than 430 million bushels of wheat 
and wheat flour and about 270 million bushels were included in agree- 
ments signed during the past 7 months. It appears for the first time 
in several years there will be a reduction of carryover cost of wheat 
this year. 

The Cuarrman. To what extent? 

Mr. Burz. We do not have that, but in the neighborhood of 50 mil- 
lion to 70 million bushels. 

The Crarrman. Less? 

Mr. Burz. At the end of the year less than we had at the start of 
the year. 

This will be a combination of the soil bank and stepped-up export 
program. We expect our wheat exports to hit in the neighborhood of 
450 million bushels. Last year there was 344 million bushels. 

The Cuarrman. How much of that is actually attributable to the 
Public Law 480 program ? 
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Mr. Butz. Well, 27 to 30 percent of our wheat exported this year 
is under 480. We try as best we can to make sure that is an additional 
sale, because one of our first obligations is to protect the dollar markets. 

Senator Humeurey. That is right. 

The CHarrman. Can you prepare for us, for the record, what the 
amount of wheat and corn and other grains and so forth:were when 
ae ee started and what it is now at the end of last year? 

r. Burz. Yes, Senator. We will put that in the record. 

And would it be helpful if we also included the table showing the 
percentage of total exports in the last year that came from Public Law 
480, the sources—— 

The Cuarrman. What I had in mind, and I am sure the committee 
would like to find out; we would like to have what you can attribute 
to Public Law 480, Not the soil bank or any other program, but 
solely to Public Law 480, because that is what we are dealing with 
now. 

Mr. Burz. Yes, sir; we will prepare such a table. 

(The information is as follows:) 


Quantities of major commodities held by Commodity Credit Corporation 
(inventory and under loan) 





Commodity Unit June 30, 1955 | June 30, 1956 | June 30, 1957! 
Millions Millions Millions 

a il a cp En ore 991. 996. 0 #)1.0 
SL SIG ted Ws dds Cocke ae owls ocean iret 881.0 1, 125.0 , 324.0 
CRIS 2 85.550 - hh sh ts - ae. 2.2 Bale.) bias cceoe: 8.2 12,9 10.8 
a a a eI ee ea WORE 2 on cacmens 797.0 867.0 947.0 
MDS doi meescck hth CEL yisodssa A Hundredweight. _- 14.8 25.1 15.0 
ek ee ke Bushe.....5....4.- 14.6 a 2.0 


1 Estimated. These estimates included in CCC budget presentation. Estimates now being revised. 


Exports of major agricultural commodities (including title I, Public Law 480 






































portion) 
| Fiscal year 1955 | Fiscal year 1956 Fiscal year 1957 ! 
ave aac) @ Te do. AS EIS TE 
Commodity Unit Per- Per- Per- 
| Total | Title I — Total | TitleI | cent | Total | Title I ome 
0! oO 
total | total total 
| Millions) Millions| Millions} Millions Millions) Millions 
Wheat. ...:.:---. Bushel-_. 275.0 24.0 8.6 341.0 93.0 7 450.0 150.0 33 
CE enn man ale. _ 3. 1.5 2.2 .5 22 6.5 1.5 23 
bacco... - Pound -- 462.0 5.5 1,2 578.0 71.0 12 500.0 55.0 ll 
Reade che ean WS bo vctinenustveoant 1,111.0 | 263.0] 24] 2,500.0 | 1,600.0 64 
Vegetable oil__--- |- ee i } 661.0 51.0 7.7 | 1,023.0 483.0 47 | 1,400.0 700.0 50 
| 














1 Estimated. 


Mr. Butz. In the case of cotton, we have included more than 2.5 
million bales of cotton in Public Law 480 deals. We expect this year 
to get a reduction in our carryover of cotton for the first time in some 
peare, of perhaps 2 million bales, That is attributable both to Public 
Law 480 sales, and greatly) stepped up export sales for dollars, of 
course, in the last year: where we moved over 6 ‘million. bales for 
dollars. 

In the case of rice—— 
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Senator Hottanp. Just a minute, I do not think Senator Eastland 
heard that. I think he is entitled to get a little kick from that. 

Mr. Butz. I was just saying, in the case of cotton, Senator East- 
land, we have included 21% million bales of cotton in title I deals. 
This year it looks like our total cotton sales program, including sales 
for dollars under the export program we have had, plus the Public 
— 480 programs, will reduce our cotton carryover by some 2 million 

ales. 

Senator Eastianp. Well, I think it is going to be more than that. 

Mr. Butz. We hope you are correct. 

Senator Hottanp. That is a fine result, isn’t it? 

Senator Eastianp. Certainly. 

Senator Symineton. Are you going to raise the export price’ on 
cotton? [Laughter. | 

The Cuarrman. Why shouldn’t we, why shouldn’t we get all we 
can out of it? 

Senator Easrianp. Because we would not sell it. 

Mr. Buvz. I cannot answer that until the bids come in, and they 
have been properly analyzed. 

Senator Symrineton. Mr. Chairman, do you think that was fair? 
| Laughter. | 

Mr. Butz. In the case of rice, we have committed for shipment all 
of our CCC stocks accumulated in the 1953, 1954 and 1955 crops. 

I recall a year and a half ago it looked like this rice problem was 
almost insoluble, and we have now moved all the stocks abroad except 
that that we took over from the 1956 crop. 

Rice exports this year expect to reach a record level of 25 million 
bags, and we are going to ship about 16 million of those under title I. 

he CuarrmAn. How much will you have on hand as a carryover? 
Have you the figure there? 

Mr. Burz. We do not expect much carryover, do we? About 8 
million bags. 

The Cuamman. How much? 

Mr. Raymonp A. Ioanes (Foreign Agricultural Service). At the 
beginning of the year the stock was about 25 million bags—— 

The Caarrman. Down to eight ? 

Mr. Ioanegs. About. 

The CHarrMan. What is the normal amount of carryover? 

Mr. Ioanes. Apparently a little under. Eight is still a pretty good 
figure, I would guess, to estimate. 

Mr. Butz. I am interested in the chairman’s comment that he would 
feel happier if this were sold for dollars, and so would we. But I 
would like to point out, Mr. Chairman, that the rice-eating popula- 
tions of the world tend to be concentrated in those parts of the world 
where dollars are scarce. 

Senator Humrurey:. I have just never been able to understand how 
you are going to sell everything for dollars when we have all of them, 
] mean, practically all of them. That is some kind) of cockeyed eco- 
nomics that somebody has thrust upon us that I have never been quite 
able to figure out. There happens to be other kinds of currency in the 
world, and if we are not able to'use that, it is just our hard ‘luck. 

How are you going to be able to sell every thing: for dollars when 
you are unwilling to do enough international trade with!éther people 
to get the dollars? 
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The Cuarman. When [I said “dollars,” I really meant value, some- 
thing that we can use ourselves without “ifs” and “ands.” That is 
what I had in mind. 

Senator Hotianp. Mr. Chairman, that is a problem we have to solve 
when we get rid of surplus. 

The Cuarrman. You can get rid of it many other ways than under 
Public Law 480. 

Senator Hotianp. This is a good sound way, though. 

The Cuatrman. You can do it right here at home. 

Let’s proceed. 

Mr. Butz. Gentlemen, on the top of page 7 now just a brief word 
about cottonseed oil and soybean oil. 

More than 1.2 billion pounds of cottonseed oil and soybean oil have 
been included in title I agreements, of which about 900 million pounds 
have been exported. 

Two years ago we had a substantial inventory of cottonsed oil in 
CCC, which has been entirely moved. We have programed a lot of 
soybean oil in recent months which will minimize our problem in the 
ae takeover at the expiration of the current loan program on 

ay 31. 

The Cuarrman. You do not expect any takeover of soybean oil and 
cottonseed oil ? 

Mr. Burz. No takeover of cottonseed oil. There may be some soy- 
beans available under the loan at the takeover period. But the amount 
will be much smaller because we have sold soybean oil in recent months 
under 480. 

The Cuatrman. As I understand, Mr. Garnett, the way the soybean 
oil and other fats and oils are handled, they are not taken over by 
CCC; what you do is to find out where your regular sales can be ef- 
fected for cash, and then you take the difference ‘between what you 
sell and what you make and then let that be sold by the regular trade, 
the same as you do wheat now, and the exporters get paid in dollars 
and we take the local currency of the country where the product is 
sold. Isn’t that right? So that is why soybeans are not in trouble 
today, and the same is true in the case of cottonseed and other re- 
lated products. Yet the losses sustained under fats and oils is quite 
considerable, is it not? 

Mr. Garnett. Yes, sir. 

Senator Humpurey. Mr. Butz, isn’t it possible, if you fulfill the 
program requests, the requests that you have pending—— 

Mr. Borz. The country requests ? 

Senator Humpnrey. That you would not have to take over any 
beans? 

Mr. Butz. We would take over a few. 

Senator Humrnrey. Not very many? 

Mr. Butz. One of our problems is we are running out of money. 

Senator Humrurey. For example, you have less than $100 million 
now that is not programed ? 

Mr. Butz. Correct. 

Senator Humrurey. Some of that you have set aside for an area 
that is somewhat controversial, the Polish ? 

Mr. Burz. Correct. 3 

Senator Humpuersy. But if you were able to release that money and 
utilize that in your vegetable oil program, you would bolster market 
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prices which have dipped here, recently, quite badly, as a: matter 
of fact. 


Mr. Burz. Yes, sir. 

Senator Humpurey. At the same time you would possibly not take 
over as many beans under your takeover program following a loan 

ration, is that correct? 

“re Burz. Yes; I think you are correct. 

Senator Humenrey. I would hope you weuld do that. 

The CuatrmMan. Senator, what 1 was trying to point out was that 
the soybean market has remained steady because of the method used 
to handle it. Instead of the Commodity Credit Corporation taking 
it over, as they do cotton, let’s say, and then selling the cotton they 
have under loan, these soybean excesses are sold direct by the exporter 
to the importers and without the Commodity Credit taking them over. 

But when the exporters get currencies from the countries where 
these fats and oils are sold, we in turn give them cash for it. 

Mr. Burz. That is correct. 

The Cuarrman. That is something I would like to see done for all 
commodities. Some of us feel this is a good way to improve this pro- 
gram, and it is being done stage by stage. 

Mr. Burz. Yes; it is being done for wheat. 

The Cuatrman. The only one that is not being done is cotton. 

Senator Humrurey. Correct. 

The Cuamman. And I cannot see any reason why it could not be 
done for cotton for the simple reason it is foolish for us to take cotton 
and put it in hock, as it were, and then take the cotton that is in hock 
and let the Commodity Credit Corporation sell that. You could save 
all that cost, the same as you do in wheat, and I hope you look into 
that and have this thing corrected soon. 

Mr. Burz. Senator, as you know, there was much support for your 
point of view. But some members of your committee were opposed. 

The Cuarrmman. Oh, I know 1 or 2—1 or 2. [Laughter.] 

Then you have the Farm Bureau opposing it, too, and they talk one 
way and then act the other. I know all about that. [Laughter.] 

Senator Eastuanp. The Cotton Council, too. 

The Cuatrman, All right; let’s proceed. 

Senator Humrurey. I just want to ask Dr. Butz: Are you contem- 


eae the same program for soybean oil in its present situa- 
tion? You have some money—— 


Mr. Butz. Yes; we have. 

Senator Humpnrey. You still have some requests there now, and 
you could very well pursue these sales if you released that block of 
money which you have set aside for Polish aid. 

Mr. Butz. Yes, and even so we have some soybean oil deals in the 
making right now. 

Senator Humpnreyr. That would be very good. I hope you will rush 
them to completion. The bean market needs it. 

Mr. Burz. Mr. Chairman, we have also programed other commodi- 
ties under this, 140 million pounds of tobacco; 150 million pounds of 
meat products; 200 million pounds of lard; 75 million bushels of feed 
grains;.130 million pounds of dairy products; 80 million pounds of 
fruits and vegetables, and small quantities of other commodities. 
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Senator Hotzanp. Mr. Chairman, right on that point, I am glad 
that some fruits and vegetables have been moved. e feel that not 
nearly so many have been moved as should. 

The United States National Fruit Export Council has wired me 
this morning asking that, when we report this bill, we possibly put in 
the bill that we put in the report last time to the effect that the fruit 
and vegetable industries have a continuous need for the export of cer- 
tain varieties, various sizes and specifications, irrespective of whether 
or not a total surplus exists, if any balanced marketing program is 
to be sustained. In other words, certain off sizes and off grades and 
so forth for which there is not any acceptable domestic market, but 
which are always eagerly needed elsewhere. 

I will not press the point at this time, but I want to say to Dr. Butz, 
while he is here, that that is the urgent request of the Export Council, 
which comes from the Pacific coast, incidentally, and not from my 
State. 

And secondly, another thing that they tell me is that there is con- 
tinuous fighting on the part of somebody over there to exclude fruits, 
keep them continuously worried as to whether or not fruits are to be 
brought under. 

Dr. Butz, woud you care to comment on that ? 

Mr. Butz. I would be glad to, Senator Holland. You are quite 
right, this has been a controversial matter in the executive branch of 
the Government. I think it has been satisfactorily resolved. There 
are three categories of commodities for inclusion under Public Law 
480. One is commodities actually owned by CCC. There is no ques- 
tion about their inclusion. The second is that group of commodities 
under price support, but not in CCC ownership. Soybeans being a 
case in point. 

The Cuarrman. Right. 

Mr. Butz. The third is that class of commodities neither owned by 
CCC nor under price support. Fruits and vegetables being a case in 

oint. As you well know, when we program a commodity under Public 
ta 480, title I, that is not in CCC ownership, dollars are spent from 
the current year’s budget to purchase those and put them into the title 
I program. If we take commodities out of CCC inventory, the dollars 
have already been spent, and we are simply liquidating surpluses which 
have been accumulated. 

Therefore, it is understandable, as Government policy in an effort 
to keep some kind of budgetary control in the overall budget, that 
there is inevitably pressure ind’ sentiment to emphasize CCC-owned 
commodities first in the programing of title I deais, and, secondly, to 
emphasize those commodities that might come into OCC if you do not 
program them under a title I deal. 

But it has been determined now at top levels of Government that all 
three classes of commodities are eligible for title I, Public Law 480. It 
will be our policy, however, to exercise some restraint in the program- 
ing of the third classification of commodities as well as the second class 
of commodities. We recognize fully that to exclude any group of 
agricultural commodities from eligibility under title I exerts a strong 
pressure back of those producer groups to go under price support. 
That would not be good. 

Therefore, it would be our policy, Senator, to watch all these com- 
modities carefully, including all your fruits and vegetables, and if 
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and when they get into distress, or it appears they may get into dis- 
tress, and there is opportunity to program them in a country program 
to some country that needs them—and as you know, there are countries 
that would use them 

Senator Hotianp. Finland and Austria. 

Mr. Burz. Yes, sir. Then they will be as seriously considered as 
any other commodity for inclusion in a title I deal. 

nator Hottanp. There is no doubt, now, under the official in- 
terpretation, that fruits and vegetables are eligible when they are in 
surplus, or there is a reasonable indication that they are about to be? 

Mr. Burz. You are correct. I feel we have the legislative authoriza- 
tion now to do what you mentioned, based on the report you made last 

ear. 
7 Senator Hottanp. And, secondly, you do not think that any in- 
dustry should be penalized simply because it does not ask for price 
support, or has not permitted its product to get into Government hands 
or be supported by Government loans? 

Mr. Butz. You are right. On the contrary, I think the fruit and 
vegetable industry is to be congratulated for the very fine job they 
have done in merchandising their product with a minimum of govern- 
mental assistance. 

Senator Hottanp. Then you would have no objection to spelling this 
out even more fully in the act itself than we did heretofore ¢ 

Mr. Butz. No objection. I donot think it is necessary. 

Senator Arxen. [ think it is important to put more emphasis on 
fruits and vegetables for another reason. That is because so many of 
our fine farms numbering in the hundreds of thousands have become 
uneconomic for the production of livestock or basic commodities, but 
would be fully economic for the production of fruits and vegetables if 
markets could be developed for them. 

Senator Wixttams. Mr. Butz, in line with the question raised by 
Senator Holland, I have had many connected with the poultry in- 
dustry who have come back after talking with the Department and 
said they were left with the definite understanding that the Depart- 
ment was not interested in helping them promote the expansion of 
markets abroad, but more interested in forcing the industry under a 
price-support program or in forcing them to ask for it. 

Mr. Butz. Iam sorry they got that impression. 

Senator Wiixiams. And they left with it. I notice your sales have 
been 3 million pounds, and you have gotten all of your money back. 
There has been no loss whatever sustained in it. 

That same thing is true with your fruits and vegetables. I was 
wondering if the Department was adverse to moving those agricul- 
tural commodities which are in surplus and upon which you can get 
your money back, or whether you are more interested in moving those 
on which you get losses. I do not see, when you get your money back 
for these, why you do not at least lend more encouragement toward 
expanding those markets abroad. 

Many connected with the industry got the definite understanding 
you would rather restrict the exports than to encourage them. In 
fact, with respect to some of the South American countries, some of 
the fellows have told me they have been able to get orders themselves 
but that they could not even get cleared by the State Department. 











36 EXTENSION OF PUBLIC LAW 480 


There has been quite a disappointment on the part of that industry in 
your failure to give more attention to this industry. 

_ They were wondering if the Department was trying to force the 
industry under a price support program ? 

Mr. Butz. I am sorry anybody got that impression, Senator. We 
did have a poultry program last year with Germany, a small one, $1.2 
million. We had an egg program, I believe, with Spain a year ago. 

A part of the problem, of course, is finding countries who want to 
take poultry products because they have their own producers. 

But I want to state categorically that I know of no instance where 
a commercial exporter got an order abroad that he was prohibited by 
wy agency of the United States Government from consummating the 

eal. 

Senator Witi1ams. They were not given much assistance or en- 
couragement in getting it moving, ue certainly there has not been 
much done on the part of the Department because if I understand 
correctly, you have only negotiated one deal. 

Mr. Butz. One on poultry, that is correct. 

Senator Humrurimy. How many on meats? 

Mr. Burz. Sir? 

Senator Humpnrey. How many on meats? 

Mr. Garnerr. About five. 

Mr. Burz. A very small number. We had a sale of beef to Israel, 
Greece, and I believe Spain. 

Senator Humpurey. Those are eligible under the same terms as 
fruits and vegetables? 

Mr. Butz. Yes, sir. 

Senator Humrurey. These perishable commodities we discussed 
last. year are all eligible under this program ? 

Mr. Burz. Yes. 

Senator Hotianp. I want to make it perfectly clear for the record, 
Mr. Chairman, that most of the fruits that have been moved have 
been dried fruits, and fruits that do not come from my State at all. 
But I want to put it in an all-in-one basket. 

And may I say now for the record there is much skepticism in my 
State right now, because up to last week, or a few days ago, citrus 
has been held not to be in surplus, and there was an order here about 
that time that it was in surplus. And many of our people think it 
happened just at the right time before this act comes up for extension. 

Do you care to make any comment about that, Dr. Butz, or Mr. 
Garnett ? 

Mr. Burz. Let me state 

Senator Hotianp. The facts have not changed. Our industry has 
known what the situation was all along. 

Mr. Butz. Let me state for the record, and you may spread it and 
forward it if you care, that citrus has been determined to be eligible 
if and when it gets into such a situation that it should be programed, 
I think at the present time oranges are selling for, if my memory is 
worrect, an average-across-the-United-States price of 83 percent of 
parity. It has been substantially better than that. 

There has been a problem developing with Valencia’s in California. 
I think your Florida oranges are not.any particular problem yet. 

Senator Honianp. Grapefruit is our worst. problem. 

Mr. Burz. Citrus is eligible. 
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Senator Hotianp. And grapefruit was held to be in surplus—when, 
what date? 

Mr. Burz. It was one of the items we fought over. I cannot recall 
the date. 

Senator Horianp. Last week, wasn’t it? 

Mr. Burz. Some time last month. 

Senator WizuiaMs. Poultry has been in surplus for a year and a 
half. 

Senator Horianp. Three weeks. Mr. Chairman, I apologize. It 
was 3 weeks ago. 

Senator Wiiitams. One further thought, Mr. Butz: Poultry has 
been in surplus, and the farmer has been losing money on it for about 
a year and 4 months, close to a year and a half. The egg producers 
in the West now are in trouble. Certainly you have had every excuse, 
as far as programing has been concerned. What our farmers are 
complaining about is, rather than recognizing that and helping them, 
they feel the Department is trying to force them under the price 
program. Weare also getting an awful lot of complaints on the fact 
that agencies of the Government are going all over the country and 
encouraging the expansion of the poultry industry and underwriting 
the building of houses and financing and growing of chickens in com- 
petition w ith the surplus market. We are havi ing a hard time ex- 
plaining the maneuvers of the Department of Agriculture. 

Mr. Burz. Senator, I was not aware we were trying to encourage 
the expansion of the chicken industry. I thought all the statements of 
the Secretary were to the contrary. 

Senator Wru1aMs. They are to the contrary, but if you will check 
the action of the lending agency departments, you will find that I am 
correct. The Federal Housing ‘Administration tell me they were mak- 
ing loans with the approval of the Department of Agriculture. You 
have five lending agencies out now encouraging the expansion of an in- 
dustry about which the Secretary is saying there is an overexpansion. 

I hope you will reverse this contradictory policy before you finish 
bankrupting this industry. 

Senator Humpnrey. Don’t you think those feed companies one do- 
ing a little bit better job on expansion than the Department is? 

Senator Wiiuiams. They are all expanding too fast and when we 
find it being done with Government money then it is even harder to 
understand. 

Senator Humenrey. I do not want to mention any companies. but 
the information I get is they are doing mighty good stimulating all 
the way. 

Senator Wiiu1aMs. They are, there isn’t any question about it. 

Mr. Burz. It is a highly integrated industry. 

Senator Humpnrey. Highly integrated. I think it might be subject 
to a little Department of Justice scrutiny. 

Senator Wiiu1ams. You will find the United States Government is 
underwriting a lot of this expansion. 

The Cuatrman. Dr. Butz, in order to clarify a statement made by 
Senator Williams a moment ago, that poultry did not cost the Com- 
modity Credit Corporation any thing because the export market was 
equal to the CCC cost, this poultry was sold, however, for foreign 
currencies ¢ 

Mr. Butz. Sold for market promotion. 
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The Cuatrman. That is right, and used in the same manner as is 
indicated on the table appearing on page 23 of the report to the Presi- 
dent ? 

Mr. Butz. Used for market promotion. 

The CHartrman. The same thing applies to fruits and vegetables 
wherein it is shown that the Commodity Credit Corporation sold for 
3.1 and the export market is 3.1. But those commodities were sold 
for foreign currencies? 

Mr. Butz. Yes, and cost dollars in the current market. 

The Cuarrman. All right. Senator Talmadge ? 

Senator Tatmancr. Mr. Chairman, I would like to ask the Secre- 
tary a couple of questions. 

First, the distinguished Senator from Minnesota, Mr. Humphrey, 
has made the charge, which is truly the most amazing thing I have 
ever heard in Government, that we could have traded surplus farm 
commodities for platinum and failed and refused to do so. 

Do you need additional legislative authority to engage in such 
barter transactions ? 

Mr. Butz. No, sir. 

Senator Tatmapce. You have that authority now ? 

Mr. Butz. Yes, sir. 

Senator Tatmaper. Second, I notice on table 6 of this report here— 
planned uses of foreign currency under title I, Public Law 480, agree- 
ments signed from beginning of program through December 31, 1957—- 
that obviously a considerable part of this money which has been 
charged to the farm support program is used for other purposes such 
as foreign military defense and economic aid. 

Do you need any additional legislative authority to record that as 
being chargeable to the particular item, on which it was used, rather 
than to farm support ? 

Mr. Butz. No, sir; I think we have reported it for the item that it 
was used for. We have just not called attention specifically to the fact, 
as Senator Young pointed out a moment ago, that this really was a 
mutual security use. 

Senator Tatmaper. Charged to farm support price? 

Mr. Butz. But table 6 reports specifically that it was used for those 
10 different classifications which the act sets up. 

Senator Tatmanpce. It would take an audit, though, of the Senate 
Investigation Committee to ascertain that fact? 

Mr. Butz. I think we can correct that in subsequent reports by the 
language in the reports. 

Senator Tatmapce. What do you need to charge it up to the par- 
ticular items for which it is used ? 

Mr. Burz. I think we have charged it up to the items it is used for. 
Wecall it international educational exchange. 

Senator Tatmapcr. This committee knows this, but outside of this 
committee and you and three or four more, no one else in the country 
knows it. We ought to have an accounting procedure whereby it 
could be charged to the proper use. 

Mr. Burz. I think, Senator, you do not want an accounting proce- 
dure as much as you want a change in emphasis in the information 
program. 

Mr. Garnett has a comment on that. Can I have Mr. Garnett com- 
ment on it ? 
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Senator Symineron. I believe the Senator from Georgia is entirely 
correct. For some reason most departments in the Government are 
ashamed about unnecessary expense. But the more that is charged to 
the Department of Agr iculture, it begins to appear the better the De- 
partment likes it, because it shows the program is too expensive, and 
the Department is against the program. 

Now that may be oversimplification, but if I follow what Senator 
Talmadge is getting at, it is that when these moneys are used in the 
interest of the other departments of the Government, that is where 
they should be charged to those departments and not against the 
farmer, and the public should so know. 

Mr. Burz. Well I think, Senator, it is not right to say the De- 
partment of Agriculture is interested in and proud of waste. Cer- 
tainly we are not. I think the only way you can get at the thing 
that you are mentioning is to rewrite the legislation so that we get full 
reimbursement for these other uses. 

Senator Symincron. There has been tremendous protest from the 
Department of Agriculture about the cost of these programs to the 
taxpayer, and about the fact they are unnecessary, inadvisable in sup- 
port to the farmer. If some of these expenses are going to help the 
Department of Defense, and as I know, in at least some cases the 
Department of State, and are not properly applicable to the Depart- 
ment of Agriculture that should be known by the people, as well as 
by the Department of Agriculture and a few people in the Congress. 

Senator Jorunston. Does this table really show all of it? Isn’t it 
true that the people that are handling this 480 are all employed by 
the Agriculture Department and paid out of their funds, too? 

Mr. Burz. In the main that is correct, Senator. There are other 
departments interested in this. Of course, the ICA administers the 
loan funds abroad. We have an interagency committee with State, 
Commerce, ICA, and the Budget Bureau on this, but in the main the 
Department of Agric ulture personnel do this. 

Senator Jounston. So that builds up your cost in your Department 
also 4 

Mr. Burz. Yes, sir. 

Senator ScHorrre.. Mr. Chairman / 

The CuarrMan. Senator Schoeppel. 

Senator Scnorrrer. I would like to ask Dr. Butz, with reference 
to his other commodities, the statement wherein you have 75 million 
bushels of feed grains, where is your principal market at the present 
time, or the demand or the request for those type of commodities, and 
do you anticipate an increase on that demand ? 

Mr. Burz. Mr. Garnett, please ? 

Mr. Garnerr. Senator, for the most part the market for feed grains 
is in the northern European countries. Those are the only countries 
that have a high enough standard of living in order to include very 
much animal produc ts in their diet. Those countries are on a dollar 
basis, and about all of the grains that are moving—there is no limi- 

tation on funds, they buy and pay with dollars all that they can sell 
internally, and we have not urged 480 action in those countries. 

Senator Scrorrret. You have not urged 480 transactions in those 
countries of this type of grain ? 
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Mr. Garnett. That is right, sir. Well, those are dollar countries: 
480 transactions in those countries would be a displacement of our 
dollar markets. 

Senator Jounston. Have you had any corn under your 480 pro- 
gram ? 

Mr. Garnett. Yes, sir; we have had about 75 million bushels of 
feed grain 

Senator Jounston. And some of that is corn. Do you have any 
corn at the present time in storage that is in bad condition ? 

Mr. Burz. Very, very little. 

Senator Tuyr. How much under Public Law 480 has gone into 
dairy products? 

The CHatrMan. Page 3, Senator. 

Senator Hotianp. 130 million pounds. 

The CHarrMan. 130 million pounds—$31.4 million. A loss of $20 
million. 

Senator Tuyr. Going to what countries ? 

Mr. Garnett. Dairy products are in many of the 30 countries. 
Dairy products are included in all of the 30 countries except Argen- 
tina, Colombia, France, Germany 

Mr. Burz. Senator, look on page 18 of this semiannual report, and 
you will see it broken down by countries. 

Senator Tuyr. Thank you very much, Mr. Chairman. 

Senator Hoiianp. Mr. Chairman, to go back to the suggestion | 
made a while ago, I think this whole thing will be made clearer by the 
method of accounting, and one paragraph summing up the account- 
ing, to say that so much loss was sustained due to the fact that the 
world price was less than the investment that the Commodity Credit 
Corporation had, and that shows, of course—you can figure it out 
yourself—that so much of the proceeds were reimbursable ‘from other 
agencies, naming the agencies and the amounts; that so much was used 
in objectives where the other agencies were not authorized to reim- 
burse. 

The CratrmMan. You recall that when Dr. Butz started testifying 
at 10 o’clock, he said that he had a plane to make at 12:10. He just 
gave me a note that he would like to leave in 10 minutes, if possible. 

Mr. Burz. My staff will remain. 

The CuatrMan. The staff will remain here to answer any questions. 

Mr. Butz. Can I say what we would like? We have not gotten 
down to what we think we need. 

There is a recommendation before the committee, as you know, and 
abill. Asa matter of fact, you have three bills here. What we would 
like is a 1-year extension of this act. At the present time it is due to 
expire on June 30 this year. We would like a new authorization for 
$1 billion under title I, and under title IIT we would like a new author- 
ization of $300 million, and we would like section 304 repealed. 

Let me say just a word about those three. The question may be 
raised why we ask for only $1 billion additional authorization under 
title I. That will permit us to continue programing at approximately 
the same rate as we have during the prior part of the act. 

It will permit an increased rate of shipments over what we have 
had because of the items program. As I said a moment ago, only 
about half have actually been shipped. And the rate of shipments is 
increasing and will continue at an increased rate into the next year. 
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We have these two 3-year programs with India and Brazil, rather 
sizable programs, that have shipments continuing over the next 2 
years, and purchase authorizations continue over the next 2 years. 
We feel that our first priority on exports must always continue to 
be sales for dollars. We must always push that hard. We feel we 
have been pushing it hard, and the Agriculture attachés on the whole 
have been pushing it hard, and the commercial interests in the country 
have been pushing it with considerable success. 

We still regard Public Law 480 as a temporary program, not a 
permanent program. We think it would be unfortunate if we got 
the point where we adopted this as a permanent program if we could 
once again reestablish the commercial channels of trade and rehabili- 
tate a two-way trade so there are sufficient dollars available, as Senator 
Humphrey pointed out a minute ago, to absorb the surplus production 
in this country. 

Therefore I think, if I can continue just a moment, if we get a 
1-year authorization for $1 billion, that will surely be enough to keep 
us going at about the rate we have been going, if not through the entire 
next year, at least until the Congress gets back, when they can take 
another look at it. 

And we feel this is the type of thing that ought to be subject to 
congressional review year by year, as well as public review, rather 
than to make a longer commitment. Now I know it is true if we 
get a longer commitment for an increased sum of money, we do not 
have to use it; it is within the discretion of the Secretary of Agricul- 
ture to use it or not to use it. But the public pressure is on to use it, 
as you well know, if there is no congressional restraint there. 

That is the first reason and the principal reason that we are recom- 
mending a 1-year extension for $1 billion. 

In the case of the $300 million increased authorization in title IT, 
that will restore that total authorization to the $500 million it was ini- 
tially. There is currently approximately $200 million remaining in 
title II. This will restore it to the initial authorization. 

With respect to our recommendations for repeal of section 304, that 
wil, in effect, remove the prohibition in the act against bartering with 
the satellite nations. We feel that the Government should have the 
discretionary authority to conduct barter deals with satellite nations 
in those cases where it 1s clearly to our advantage to do so. 

This does not mean there is any disposition on the part of anybody 
in the executive branch of the Government to barter willy-nilly. but 
many of us feel that if we can barter a soft goods, like food or fiber, 
for a hard goods, like metals, it is clearly in our interest to do so even 
though it be with one of the satellite nations. And there have been 
opportunities to conduct barter deals of that kind in the last couple of 
years, that under the act we could not do. 

Therefore, we ask for a repeal of that provision so we can have the 
discretion to do it when it is clearly in the interest of the United 
States to do so. 

Senator Humpnrery. We did that here last year, didn’t we? 

The Cuatrman. What you are really saying is if we increase it over 
$1 billion, in other words, if we make it $2 billion to $3 billion, as 
some have asked, that will act as a deterrent towards us selling the 
goods for dollars and doing this bartering you speak of ? 
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Mr. Burz. I fear it may give added impetus to many of the pressure 
groups to say, “Well, you have the authority, use it.” We must al- 
ways be careful not to displace a dollar market. 

Senator Humpurey. Isn’t the record though, Dr. Butz, that you 
have not displaced your dollar market? isn’t the record that, as we 
have a the authorization that you have stepped up your dollar 
market ? 

Mr. Butz. Yes; that is right, Senator. However, one is never sure 
whether the dollar market would have been stepped up more without 
this. I think it would be naive to say that we could put the quantity 
of agricultural commodities into the world market for soft currencies 
that we have in the last year or two without some displacement of the 
dollar market. 

Wetry and hold toa minimum. But I would be the last to say there 
has been no displacement. 

Senator Humpnrey. Of course. But as I understand, a good share 
of the request that you are making now for $1 billion is already tenta- 
tively programed ? 

Mr. Butz. No, sir. We have not programed a thing beyond our 
authorization. We still have $100 million unprogramed. 

Senator Humpnrey. Well, requests are lying there for it—— 

Mr. Burz. In the sense of the signed contract. You are right. But 
even 

Senator Humpurey. I mean that you have a substantial number of 
ane that would total up to a good share of that billion? 

r. Burz. Yes; we have also gotten requests in excess of the pro- 

ram as finally authorized. The requests come out big, and they must 

c scaled down in proportion to the maintenance of customary market 

dollars and the like of that. Other things being equal, they would, of 
course, prefer to get it for their native currency. 

Senator Jonnston. How much tobacco have you had—— 

Mr. Garnett. 124 million pounds. 

The CHarmmMan. 142,828,000—page 3. 

Mr. Burz. Mr. Chairman, would it be agreeable if Mr. Garnett takes 
over? He knows all the details about this. ‘ 

The CHarrman. Are there any further questions? 

Senator Symrneron. Doctor, I would like to ask one question for 
clarification. In effect, the concept of foreign aid is to increase the 
dollar market, is it not? 

Mr. Burz. I would say there are two concepts. One is to increase 
the dollar market, and the other is to provide for our mutual security. 

Senator Symrneron. I was talking about economic aid. 

Mr. Burz. Yes. 

Senator Symineton. Allright. Barter, people feel, in effect, reduces 
the dollar market. Is that right? 

Mr. Burz. I think there is a strong tendency for it to reduce the dol- 
lar market, because in barter we do not have any control over the ulti- 
mate destination of the product, whereas, in the title I deal, we do have 
control over it. 

Senator Symrneton. Then my next question is: The theory of true 
international trade involves universal currency, and, therefore, if you 
provide foreign aid in order to create a dollar market, and then two 
countries in their own soft currency, say, Mexico and Egypt, create 
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bilateral cotton arrangements among themselves, actually you are de- 
feating the entire purpose of foreign aid for a greater purchasing 
power, are you not? 

Mr. Burz. I expect it could be argued that way if their bilateral 
program works against the extension of. 

Senator Symrneron. It is bound to work against it, is it not? 

Mr. Burz. Yes. 

Senator Symincron. And, therefore, if you went into a barter situa- 
tion in order to help the agricultural picture, you would be doing some- 
thing which would be frank and open; whereas when you go into for- 
eign aid with the premise of a dollar-market increase, and then allow 
countries to make bilateral agreements in their own soft currencies, 
actually in one case you are being candid about what you are doing and 
in the other case not being candid. Is that a fair analysis? 

Mr. Burz. I am not sure I understand your point, but I think I 
would agree with that. 

Senator Symineton. Then wouldn’t it be in order to agree to give 
foreign aid to countries only on the basis of their agreeing not to 
make bilateral soft-currency arrangements after they get our dollars? 

Mr. Burz. I think that may be done. I am not familiar with the 
way ICA operates on that point. 

The Coarrmman. Any further questions? Dr. Butz has asked to make 
a plane. 

Senator Humpurey. Just one question. The billion-dollar authori- 
zation or expansion that you are asking, will this permit you to con- 
duct your programing at the same rate which you have been conduct- 
ing it in recent months? ‘The reason I ask this is that in the first year 
or two of this program it was very slow in getting started, but now you 
have accelerated the rate of agreements, or number of agreements, and 
volume. 

Mr. Burz. I think it will, approximately, Senator, because we have 
2 very large 3-year deals. You see, they extend into the next 2 fiscal 
years already. 

The Cuarrman. Any further questions? 

Senator Hotianp. I would like to ask this: If I understand you, this 
billion will be added to approximately $100 million of unused au- 
thorization that you have already ? 

Mr. Butz. Yes, sir. 

Senator Hotianp. So you have $1,100 million that you can program 
during the next year ? 

Mr. Burz. Yes, sir. 

Senator Humpnurey. Really the next 18 months. 

Mr. Burz. Yes; it will go to June 30, 1958. 

Senator Humpnurey. 15 months; that is right. 

Mr. Butz. 15 months. 

The CHarrman. Well, it has been agreed by almost everybody 
around this table that the program has worked well up to now, and if 
the program continues at the same rate that we are now going, why, 
you are satisfied with that ? 

Mr. Burz. I think we would be, because our dollar sale is picking 
up, and we are pushing that. That is our No. 1 priority. 

The Cuarrman. I can well see if we increase the amount it will act 
as a deterrent to foreign countries to buy from us. They would ex- 
pect us to trade under Public Law 480. 
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Senator Humrpurey. My own feeling is that it gives you better pro- 
gram possibilities if you have a 2-year extension rather than a 1-year 
extension. This 1-year business makes it very difficult for the De- 
partment to really make good agreements and sound sales—— 

Senator Hottanp. No. This billion does not have to be used in the 
year ; it has to be programed. 

Senator Humpnrey. Programed. 

Senator Hotianp. It can be a 3-year program or a 2, but it merely 
has to be programed through. 

Senator Humrnrey. You say you have been running a billion dol- 
lars a year. Haven't you been programing at more than the rate of 
about a billion dollars a year this last year ? 

Mr. Garnett. Since the beginning of the program we have averaged 
about a billion dollars a year programing. 

Senator Humenrey. Since the beginning of the program ? 

Mr. Garnett. Yes. 

Senator Humeurey. Well, now, at the first year of the programing 
you were very slow / 

Mr. Garnetr. That is right. 

Senator Humpurey. What is the rate of programing in fiscal 1957? 

Mr. Garnetr. Approximately a billion and a half. 

Senator Humpurey. What was that ? 

Mr. Garnetr. Approximately a billion and a half. 

Senator Humenrey. Abouta billion and a half? 

Mr. Garnerr. Yes. And what Mr. Butz was saying was that a 
billion dollars would permit us to maintain shipments at the present 
rate, which is quite high. It would not permit us to program at the 
same rate that we have in the past. We believe that it is adequate if we 
maintain the shipments at the present level. 

Senator Hottanp. Your program is already made with two of your 
very largest fields, potential fields, Brazil and India? 

Mr.Garnerr. Y es, sir. 

Senator Hottanp. They do not have to be made again in this next 
year, but instead will extend already over the next year and the second 
year. Isthat right? 

Mr. Garnett. Correct; yes, sir. 

Senator Toye. May I I ask, Mr. Chairman, what percent of the 
orders of the programing to India and Pakistan have been filled ? 

(Discussion off the record.) 

Senator Humpnrey. Mr. Chairman, I have a strong feeling about 
the necessity of making this program operative to a point where it is 
effective. 

I notice here on your own charts what has been happening in terms 
of your sales agreements, by 6-month periods. From July to December 
1956, which is the most recent 6-month period, you were programing 
under sales agreements at the rate of $1.3 billion for 6 months. 

Mr. Garnerr. That was because the two very large programs were 
included. 

Senator Humpnrey. Then in January—June 1956, you were pro- 
graming at the rate of $790 million for 6 months. The only year that 
you have really been phahinde the Public Law 480 sales has been this 
year, 1956. The record stands on its own. Referring to the year 1954, 
July to December, the total amount was only $59 million. "That was 
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hardly worth the administrative expense of setting it up. January 
to June 1955, $454 million. July to December 1955, $222 million. 
Then you come into 1956, and you are running at the rate of $790 mil- 
lion in the first 6 months, and $1.3 billion in the last 6 months. And you 
are apparently contemplating that there is going to be no great new 
deals being made, despite the fact that we just voted in the Congress 
here the Mideast resolution, calling for aid to an area where food needs 
are tremendous. 

I can see great possibilities of the use of Public Law 480 in the 
Middle Eastern areas. 

I am just worried that you are too timid, to be very blunt about it. 
If this program is working, I see no reason why we should not put the 
steam behind it and make it work. 

Mr. Garnett. Our desire is to keep the maximum pressure possible 
on sales for dollars, or second, for dollar credit sales. We feel that 
with the programs for India and Brazil already covered with existing 
authorization, these will not be repeated during this next year, that 
we will have enough money with the billion dollars to maintain our 
export levels at the present high rate. 

Senator Symrneron. Let me ask this question: Why do you need 
any limitation? Why don’t you ask for a blanket authorization ? 

Mr. Garnett. Well, as Dr. Butz pointed out, if there were unlimited 
authorizations, there would be a great deal of pressure. We feel that 
it strengthens our bargaining position. 

Senator Symineton. What kind of pressure ? 

Mr. Garnett. Pressures from the trade as well as from other coun- 
tries. It strengthens our bargaining position in dealing with types 
of programs, the uses of currencies, if the amounts are somewhat lim- 
ited. I think our bargaining position is strengthened by not having 
an unlimited authorization. 

Senator Humpurey. Are you aware of the resolution which was 
adopted in the United Nations, in which our Government pledged it- 
self for the establishment of national food reserves in countries that 
need it? Do you know it was adopted unanimously and the State 
Department and Department of Agriculture all cleared it; it is part 
of the official policy ? 

Mr. Garnett. I know of the resolution. 

The Cuatrman. That would require different legislation. 

Senator Humpnrey. No, not necessarily. 

The Cuarrman. Oh, yes. Thisisa sales program. 


Senator Humpurey. Not all of it. Title lisasales program. Title 
IT is not. 


The CHatrmMan. Senator Schoeppel. 

Senator Scuorrret. Mr. Chairman, I would like to ask this ques- 
tion: Looking over the reports, where you say you have agreements 
with many of these nations around the world, is the average of those 
agreements longer than 1 year in duration ? 

Mr. Garnett. The majority are 1-year agreements. 

Senator Hottanp. The majority in number. 

Senator Scnorrret. But are the majority in dollar value? 

Mr. Garnett. Six hundred million out of the total are for more 
than 1 year. 

Senator Symrneton. From the standpoint of good business practice, 
I do not understand yet. You say your bargaining position would 
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be worse if you were allowed more than a billion dollars. Would it 
be much better if you were allowed $100 million. 

Mr. Garnett. I presume that would be true. 

Senator Symineron. Well, then, it would be perfect if you were 
allowed practically nothing. I want to follow your thinking. We 
have a surplus and we have foreign aid. I personally would rather 
see food given away than dollars, based on the years I have been in 
government. Why does it improve your bargaining position to limit 
the amount you can utilize ? 

Mr. Garnett. We are endeavoring to move the maximum amount of 
these surpluses, that is, to avoid displacement, and get the maximum 
useful return on the currency. We feel—— 

Senator Symineron. What has that to do with the amount avail- 
able? Presumably, you would make intelligent. deals if you had a 
billion and a half available or only a half billion available? 

Mr. Garnett. That is correct. 

Senator Symineton. I just do not see the importance of the figure 
of a billion. 

Mr. Garnett. In assessing the potential countries with whom we 
may make agreements, we feel that a billion dollars is about. right for 
1 year. 

The Cuarrman. Senator Symington, what the witness, as well as 
Dr. Butz, has been trying to emphasize is that if we have a program 
which is more or Jess a giveaway program, they are not going to buy 
from us. 

Senator Symrneron. Mr. Chairman, the fact that they have money 
does not mean agriculture has to make a silly deal. 

The CuarrMan. That is what is going to happen 

Senator Symrneton. I understand the foreign aid program is $4,400 
million. Why do they say a billion? Why don’t they say a half a 
billion or a billion and a half? I am asking for clarification. I am 
not criticizing what they are doing. 

Senator Hotianp. Mr. Chairman, I think it would perhaps clarify 
the picture if Mr. Garnett would put in the figures showing the amount 
of cotton sold for dollars and their efforts to sell on world markets, and 
the amount moved under this program, which is much less. Can you 
put those figures in the record ? 

Mr. Garnett. We would be glad to put them in. 

(For information above, see p. 30.) 

Senator Symineton. I was in the White House when the cotton 
decision was made with the Secretary of Agriculture supporting Sen- 
ator George, and the Secretary of State in effect opposing it. The 
decision was made to go along with the Department of Agriculture. 
I believe that was in August 1955 or thereabouts. Why do you ask 
for only a billion? Why don’t you just ask for the right to make the 
best possible deal for the American taxpayer ? 

Mr. Garnett. We feel that a billion dollars is about the amount that 
we can program, and make good business deals—for 1 year. Then 
the Congress may examine it again to make any future determinations. 

The Cuarrman. Any further questions? , 

Senator Hottanp. Mr. Chairman, I would like my suggestion to 
be followed up to this degree. I would like the witness to place in 
the record at this time, if he can, the amount of cotton moved in this 
last year under each of the two programs. That is under 480 and 
under the sales for competitive world prices. 
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Can you do that ? 
Mr. Garnett. Yes, that will be placed in the record. I do not have 


it. 


(See p. 30 for information requested above.) 

Senator Humrurey. I would like to have provided, for the record, 
a report of the pending country requests, commodity by commodity. 
I want to know about all the pending requests for Public Law 480, 
title I sales. 

Senator Arken. Won’t that be difficult because some of those re- 
quests are in different places? 

Senator Humpnrrey. I am speaking primarily of what Mr. Garnett 
das. 

Senator Arxen. It is difficult to ascertain. I think he could give 
the number of requests that have reached him, but that would not 
necessarily be all the requests. 

Senator Humrurey. That is all I am asking for. 

(Nore.—The Department of Agriculture subsequently advised it 
had pending requests from 13 countries involving commodities to- 
taling $900 million in value.) 

Senator Hicken.oorer. I was going to make an observation, Mr. 
Chairman. It is indeed refreshing to have a department come in and 
ask for the sound amount of money that it thinks it can use in « pro- 
gram, rather than padding their request. I congratulate you on at- 
tempting to approach this on a sound basis. 

The Cuarrman. Any further questions? 

Senator Humpurey. I want to just add this: Sometimes when you 
need a pint of blood plasma, it is not very sound to ask for 4 ounces. 
And if you have a good program, it might be more economical to use 
it than it isto be afraid to use it. Thatisall. 

Senator Jounston. I would like to ask one question here about table 
6 on page 23. In this 3-year program, what is the $54 million under 
the heading of “Grants for Multilateral and Economic Development”? 

Mr. Garnett. This is on page 23? 

Senator Jonnston. 23, under India’s 3-year program, and then, 
going over to grants for multilateral] trade and economic development, 
$54 million. What is that? 

The Cuarrmman. That is explained; that is in the record. 

Senator Hottanp. It is on page 22? 

Senator Jonnston. Page 23. 

(Discussion off the record.) 

The CHarrman. Any further questions? 

Is there anybody else from the Department who desires to be heard ? 

Are there any other witnesses who desire to be heard on this? I 
understood there were 2 or 3. Will those who desire to be heard rise, 
lease ? 

Mr. Tyson. Mr. Chairman, we are here from ICA, but only for 
the convenience of the committee. We have no statement. 

The Cuarrman. Have you anything to add to what has been stated ? 

Mr. Tyson. Not that I know of. 

The Crarrman. Is Mr. Dietz here, of the American Farm Bureau 
Federation ? 

Off the record. 

(Discussion off the record.) 
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Senator Humpnrey. Mr. Chairman, I am delighted to stay here, 
as I am keenly interested in this program. But are we going to open 
up this testimony now’ I understand we were going to conduct 
some more detailed hearings, our subcommittee, and I notified a num- 
ber of people. It is perfectly agreeable with me to proceed now. 
We talked yesterday about getting some action on the pending re- 
quest, and I am for that. But I think we ought to hold further hear- 
ings later. I think we should get a full review of this program and 
hear from the different groups interested in its future. We can make 
this 1-year extension now, however, so that the Department is not 
in any way restrained or held back in its present program. Then we 
can open this up to hear from farm groups 

The Cuarrman. I see. 

Senator Arken. Mr. Chairman, I would suggest that we make a 
decision on the bill. If the farm organizations want to make any 
statements, let them put them in the record. I can see why, if a witness 
from one farm organization is heard, that we should hear the others. 
As far as I am concerned, I thought this was an executive session this 
morning. 

Senator Humpurey. I did, too. 

Senator Arken. With simply representatives of the Department 
present. 

Senator Humrurey. I want Mr. Dietz to know I want to hear his 
statement. All I am saying is I think there is a lot that needs to be 
gone into on this program. We have a half dozen committees or com- 
missions, including the Foreign Relations Committee and its special 
investigative groups, that have made comments about Public 480. 
I want to hear these people out, and I think we need——— 

The Cuarrman,. Off the record. 

(Discussion off the record.) 

Senator Tuyr. Mr. Chairman, on the record, we have been in session 
here since 9:30 this morning for the purpose of endeavoring to get 
Public Law 480 extended. We have taken all this testimony this 
morning from Dr. Butz and others of the Department of Agriculture, 
endeavoring to make a sufficient record and obtain sufficient informa- 
tion to guide us in whether we want to extend Public Law 480 now, 
and whether we want to appropriate the sum of a billion dollars, as 
Mr. Butz recommended. 

Now, if we are going to proceed from here with the subcommittee 
hearings, then I do not know why I sat here from 9: 30 this morning, 
and rushed out of here to appear before the Appropriations Commit- 
tee, of which I am a member, to make a brief statement, and then re- 
turned here in order to be present for the continuation of this Public 
Law 480 hearing. I think we ought to act on it. 

The Cuairman. I had a talk with Senator Humphrey yesterday—— 

Senator Humrnrey. There is no disagreement. My colleagues ap- 
parently did not listen to me. 

Senator Ture. I listened very carefully. 

Senator Humrurey. I said, Senator, I thought we ought to act on 
this now. I said, too, after we acted on this, 1t seemed to me, in the 
light of the interest in this program, and the reports which had been 
made, that this committee, or any subcommittee thereof, ought to go 
into the whole record of Public Law 480, its application and admin- 
istration. 
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I think we ought to act now on its 1-year extension. Vas 

My point with Mr. Dietz was not to object to his testifying. I 
merely said that once you have one organization outside of the De- 
partment coming in, then we open up this whole question as to others. 

Senator A1ken. And you delay action. 

Senator Humpurey. I want to hear eventually from all others in- 
terested. 

Mr.*’Dirrz. I understand there are going to be full and complete 
hearings in the House on April 9 on these. 

The Cuarrman. Let me ask you this: Do you want to report the bill 
out this morning or wait until 3, when we consider the poultry bill? 

Senator Humpnrey. We havea quorum. I move we report the bill. 

Senator ArkEeN. I second the motion. 

Senator Hortanp. Mr. Chairman, I want to put the suggestion in 
for slightly changed wording about the fruits and vegetables. I have 
asked Mr. Garnett to look at the request and come up with a sugges- 
tion, if he can, for wording. 

The Coarrman. Why do that when they can already do that, Sena- 
tor Holland ? 

Senator Hoxiianp. I had this request from a very representative 
group of people. 

The CuarrMan. I have requests, too, from a lot of cotton people, 
but I have just forgone it. I am not going to do it in order not to tie 
the bill up. I would prefer having it just as it came from the Depart- 
ment, just as an extension. Now, if we start adding something to it, 
why, I fear that it may delay it. 

Senator Humpnrey. Does this repeal the section that the Depart- 
ment wanted to repeal ? 

The CHatrMan. Yes. 

Senator Arken. I think a letter from the Department to the effect 
that they plan to make those 

The Cuarrman. It isin the record. 

Senator A1keN. Yes; it should be in our record. I will get it in 
the Congressional Record on the floor, too. 


The Cuarrman. And we could put it in the report, as far as that 
goes. 





Senator Hontianp. You have no objection to putting it in strong 
words ¢ 

The Cuarrman. I will do whatever the committee wants. 

Senator Hotianp. The request is to put it in the bill. 

The CrarrMan. I say if you do that, Senator, it will delay it, and I 
do not want to delay it. We would like to have it go through as it 
came from the Department. 

Senator Arken. Did you move to report out S. 1314, Senator 
Humphrey ? 

Senator Youne. I also moved. 

Senator ArkENn. I seconded it. 

The Cuarrman. It extends it for 1 year: increases section 103 by $1 
billion and section 203 by $300 million; and then repeals section 304. 

Senator Humpnrey. I move. 

Senator ArkEeNn. I second. 

Senator Youna. I second. 

The CHamman. Any objection to the report of the bill ? 
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Senator Hotianp. Let’s vote affirmatively ¢ 

The Cuarrman. All those who favor the report of the bill will 
signify by saying “aye.” 

(Response of ayes.) 

The CuHarrMaAn. Those opposed ? 

It is unanimous. 

Senator ArkeN. May we include Senator Hickenlooper and Sena- 
tor Williams? 

Senator Hotitanp. And Senator Eastland. 

Mr. Chairman, my understanding is this strong wording can go in 
the record ? 

The CHarrMan. Yes. 

The committee will stand in recess until 3 p. m. 

(Whereupon at 12:15 the reporter was excused after which the 
committee took a recess until 3 p. m. of the same day.) 

(The hearing was subsequently recessed ; the committee to reconvene 
at the call of the Chair.) 


xX 

















